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INTERNATIONAL RE-INSURANCE 
CORPORATION 


(CASUALTY) 


- Balance Sheet September 30, 1929 


ASSETS 


Real Estate (Home Office Building) .................. $ 275,000.00 
rr ere ee er ee 290,150.00 
Collateral Loans 1,125,600.00 
Bonds and Stocks: 

U. S. Government Bonds.............. $ 741,374.99 


SNE GUN DEUEIOOE. 6 occ ccccccccess 1,050,483.46 
rar 1,410,126.76  3,201,985.21 





Money at Call 
Cash in Banks and Office 267,107.76 


Accrued Interest 49 966.62 
430,920.59 





$7,040,730.18 
LIABILITIES 
Reserve for Unearned Premiums $ 965,669.87 


Reserve for Losses 818,599.05 
Reserve for Commissions, Taxes and Other Liabilities... 202,783.37 


Contingent Reserve 


CO ee ee ee ey $1,500,000.00 
Surplus 3,053,677.89 4,553,677.89 


$7,040,730.18 
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EXCESS 


INSURANCE COMPANY 
OF AMERICA 


JAMES GIBBS, President 


Through its reinsurance affiliations the Excess 

Insurance Company of America can supply 

LICENSED REINSURANCE for Maximum 

Capacity Requirements for all Casualty and 
Surety Lines Excess and Share 


ee mr er 


Executive Offices 


84 William Street, New York City 
Telephone: Beekman 0890 
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Present-Day Reinsurance in America 


Remarkable Development of Quarter Century Produces Many 
Important Problems for the Underwriters of Today in All Lines 


EINSURANCE is one of the basic 
Ri factors in insurance of today, com- 

prising as it does some 30 percent 
of the fire business, 10 percent of the 
casualty business and a very sizeable 
and growing portion of the life business, 
and it is strange that no specific study 
of this business has ever been under- 
taken in this country for the general 
enlightenment of those affiliated with it. 
Across the water, more than one of the 
trade papers have taken up the study 
of reinsurance in special issues, but 
here it has been left to desultory press 
notices and individual enterprise. In 
view of this, there may be a field for a 
special issue devoted exclusively to this 
subject and going before both reinsur- 
ance and direct underwriters, carrying 
summaries of the past and ideas for 
the future. Certain it is that here is 
need for some constructive effort, for 
reinsurance today is not sailing wholly 
untroubled seas in America. 


Remarkable Growth 
In All Branches 


Underwriters in all branches of the 
business are keenly interested in re- 
insurance today, for a remarkable de- 
velopment has been seen in this field 
since the opening of this century and 
notably since the war. The expansion 
of modern large scale operations in gen- 
eral businéss and, correspondingly, in 
insurance has called into vogue a new 
scale of reinsurance operations, hitherto 
unknown. Fire insurance, the oldest 
member of the insurance family, both 
as to direct and reinsurance business, 
is the most advanced, having stepped up 
the | percentage of reinsurance to gross 
business from 5 percent at the opening 
of the century to over 30 percent today. 

Casualty insurance companies merely 
dabbled in reinsurance at the century 
mark, but by 1915, they had turned ser- 
ously to this insurance of insurance, 
nearly 5 percent of the gross business 
eing reimsured. Today, casualty re- 
msurance is well over 10 percent of 
the BTOss business and is rapidly head- 
Ng tor the $100,000,000 per year mark, 
an enviable contender for equal honors 
with fire reinsurance. 


Life Reinsurance a 
Post-War Development 


Life reinsurance is considered almost 
entirely a post-war development, hav- 
ing bi en given great impetus by 
the jumbo underw riting of the past few 
years. But the fact that it is an impor- 
tant and interesting member of the 
Household is indicated by the figures on 
Comparative production which show that 


hot tar from two billions of insurance 
m™ torce has gone on the books in the 
Past decade. The meteoric rise in re- 
“surance premiums in life insurance 
‘rom a mere half million annually at the 


time of the war to over $40,000,000 for 
this year is evidence of its possibilities. 
angettain problems before reinsurance 
: erwriters are of a general nature and 

n be applied to all classes of the busi- 


ness—notably the broad, 
of “ethics” 
is no differentiation as to class; honesty 


basic question 


of the business. Here there 


in ceding business is the same in any 
type of office, fire, casualty or life. And 
here is possibly the most important prob- 
lem of reinsurance today—or rather ill 


of the business. 
any office will 


of 


business 


As the loss experience 
show, not all ceded 


is given to the reinsurance 


company in the cloak of the golden rule. 


than 


but 
admitted, 
surance does not fare as disastrously as 
the business of strictly reinsurance com- 
panies. 
have been prone to load the strictly re- 
insurance companies with the least de- 
sirable part of the excess business, leav- 
ing the less unfortunate lines for 
direct writing companies which also take 


It is generally recognized that reinsur- 
ance business has a higher loss 
direct business, 
hazardous half or portion of the whole; 
it is also true, 


ratio 
as it is the most 
if not so generally 


that the inter-company rein- 


The direct writing companies 


the 


reinsurance and from which reinsurance 


is taken. 


This is an extensive item in- 


asmuch as practically all direct writing 


companies 
some reinsurance. 


of proportions accept 


Were reinsurance re- 


any 


garded by all offices as merely a safety 


valve on soundly 
and not as a possible 
for business accepted but not wanted, 


underwritten business 
“dumping ground” 


reinsurance would undoubtedly have a 
different story to tell today. 
The trouble is not entirely with the 


direct writing companies, but is in part 


traceable to the high degree of compe- 
tition found today among the reinsur- 
ers. Reinsurance offices are feeling the 
brunt of this and are in part responsible 
for their own situation. The competition 
of course is not entirely within their 
own ranks, a great share of it coming 
from the direct companies which have 
entered the reinsurance market in earn- 
est during recent years. This is notably 
true of the casualty and life field, com- 
petition in the latter being so keen that 
one reinsurance company which was 
organized last year, only last month 
gave up the struggle and decided to 
liquidate. There is no cure for exces- 
sive competition other than a concerted 
movement for adherence to adequate 
rates and rules, with the penalty of ex- 
cessive going to those who per- 
sist in violating sound underwriting. The 
situation in America is not disastrous 
by any means, most of the companies 
having been able to show rather hand- 
some profits in recent years, but this 
item of competition is one which looms 
constantly as a potential hazard for the 
reinsurance company—and is one of the 
factors that has created some disturb- 
ance on the sea of reinsurance. 


losses 


Marine Reinsurance 
Almost Extinct 
Turning specifically 
branches of the business, 
reinsurance is naturally taken for first 
consideration. This is the field in which 
reinsurance originated and in which it 


to the various 
fire and marine 
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has reached its full development—in 
fact, in the minds of some, has run the 
gamut and is once again reentering the 
first stage of development. Breaking 
this into its component parts, marine 
reinsurance can be at once dismissed, as 
it is almost non-existent in America to- 
day. One reinsurance official facetiously 


suggested, when asked to contribute a 
discussion on marine reinsurance, that 
we devote one blank page to the sub- 
ject, meaning that there was nothing 
to be said as this species is practically 
extinct today. 


Need International 
Peace Agreement 


The of 


bulk the marine reinsurance 
business in America is going across the 
water, where it may be some of the 
underwriters are now wishing that they 


had permitted the American companies 
to retain these lines at their higher and 
justified rates. American offices cannot 


compete to any extent with the foreign 
offices today and feel rather satisfied 
that this costly class of business is now 
off their hands Could they return to 
the marine reinsurance field on a basis 
which they believe sound, it would be 
gratifying and in that regard some such 
world wide movement as the recent 
“Vienna reinsurance clause agreement” 
would be of inestimable value. By that 
agreement foreign companies would 
write only on the basis of the rates and 
rules of the domestic companies—but 
even in the most auspicious circum- 
stances, such agreements could mean 
little so long as such organizations as 
London Lloyds continue to operate 


without regard to rules and regulations 
For the present there is little optimism 
in connection with the marine end of 
the business in America and the de- 
velopment is entirelv along the lines of 
fire and allied side-lines—a development 
all the more remarkable when it is re 
membered that present figures compare 
with a past in which marine bulked 
a sizeable entity. 


as 


Fire Reinsurance 
Is Greatest Division 


Fire reinsurance is the greatest divi- 
sion of this branch of the business, its 
total volume being unknown precisely, 
though it is not far from $300,000,000 
annually. On a total premium income, 
all side lines included, of nearly 
$1,000,000.000 in America, this means 30 
percent of the gZTOSS is ceded This has 


developed from a 5 percent total in the 
‘90s, when reinsurance was first intro 
duced to any extent in the United 
States. Having its inception across the 
water and developing most notably in 
Germany, it invaded the United States 
in the "90s and during the past quarter 
century has developed apace. The 
growth of fire reinsurance has two chief 
divisions, chronologically, the pre-war 
development being largely in the hands 
of foreign offices and the post-war 


development in domestic offices. Foreign 
offices have returned to this field since 
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the war, but the domestic companies, 
practically all of post-war vintage, con- 
trol the bulk of the strictly reinsurance 
business now and represent a new de- 
partment in American business which 
has had a prodigious development and 
promises to remain well-entrenched. 


Reinsurers Do 
Fifth of Total 


The reinsurance companies, organized 
and operated for such business only and 
not dabbling in direct business, do not, 
however, control -this huge total of 
$300,000,000 in anntual premiums. To 
their lot, foreign and domestic com- 
bined, falls but $60,000,000—this being 
last year’s total, which was somewhat 
less than that of the previous year. This 
alone represents a remarkable develop- 
ment of business for a decade—the 
American companies, with their pre- 
mium total of nearly $40,000,000 having 
developed this almost entirely since the 
war. But it also reflects one of the less 
advantageous post-war growths, the 
growing competition of direct writing 
companies. Roughly speaking, some 
$240,000,000 annually goes to direct 
writing companies in the form reinsur- 
ance. Some of them have become great 
reinsurance companies in this depart- 
ment. And in very recent years some 
have almost replaced their strictly re- 
insurance facilities with their own pro- 
tection. That is, the growth of the 
fleet system of operation in fire insur- 
ance in the United States, distinctly a 
product of post-war operations, has 
made a heavy inroad on reinsurance pos- 
sibilities. 


Fleet Tendency Is 
Source of Difficulty 


Without question the greatest cause 
of disturbance in reinsurance offices to- 
day is just this item—the tendency to 
amalgamate fire insurance operations 
into large units with a single operating 
unit, even though maintained as _ sep- 
arate entities. This has rather naturally 
led to self-sufficiency in the matter of 
handling large lines, the chief purpose 
for which reinsurance was developed. 
Several of the large groups have cut 
seriously the amount of business ceded 
to others, being able to absorb even large 
industrial and commercial risks within 
their own retention limits. And one 
group has practically discontinued the 
practice of reinsuring its business, plac- 
ing only small portions now and _ then 
facultatively. What the future will be 
in this connection, none can tell, but 
there are many who believe that time 
will see a partial return at least to the 
old order of things. There is some un- 
rest as to the invasion of fire insurance 
by financial interests through this 
amalgamation process, but, even more 
important, there is a feeling that the 
golden decade just passed has blinded 
many to the value and purpose of re- 
insurance and this blindness will soon be 
cured. 


Future May See 

Return to Favor 

For well over 10 years, there has been 
no major conflagration in the United 
States—and the prolonged lack of a 
catastrophe invariably leads to laxity in 
deed and thought. Perhaps the huge 
fleets can absorb a catastrophe loss with- 
out thought—but, especially as fleet op- 
erations usually draw in equal heavi- 
ness from the same locations, there are 
some who feel that mere additions of 
capitalized units will not offset the in- 
creased potential hazard from exposure. 
It is believed that any great con- 
flagration, such as time has persist- 
ently presented to underwriters with 
cyclic precision, will see even the fleets 
running to cover and desiring a replace- 
ment of portions of their exposure 
through reinsurance. 


Side Lines Have 
Developed Tremendously 


One of the important developments in 
fire reinsurance in the past 10 years has 
been the growth of side-line premiums. 

(CONTINUED ON PAGE 20) 


Some Features of Fidelity 
and Surety Reinsurance 


By F. J. 


PARRY 


Vice-president American Surety 


Reinsurance covers a very wide field 
and plays a very vital part in the conduct 
of the insurance business and as the 
complexities and ramifications of our in- 
dustria! and social activities increase, its 
role will be still wider and more vital. 

Premium income and the proper distri- 
bution of liability are important factors 
in the successful operation of an insur- 
ance company. In order to acquire the 
first, it is necessary for a company to 
carry greater liability on one or more 
risks than can, with prudence, be carried 
net. The function of reinsurance is to 
afford the company issuing the direct 
obligation counter security in one or 
more companies, which will reduce the 
carrier’s net liability to that point which 
has been fixed by its management as the 
normal exposure on any one risk. 


Valuable Service to 

All Classes of Companies 
; Reinsurance renders a valuable serv- 
ice in the underwriting of insurance 


tors of prime importance entering into 
the acceptance of reinsurance from other 
companies which should be carefully 
considered: (1), The reinsurer should be 
thoroughly satisfied with the manage- 
ment and underwriting policy of the 
company whose business it proposes to 
reinsure; (2), care should be exercised 
to see that the business offered repre- 
sents the best selection of the reinsured’s 
excess; (3), provision should be made 
for a fair commission cost for acquiring 
the business. With these three factors 
assured, the reinsurer should make a 
profit out of the transaction. 

The problems confronting the two 
classes of companies, direct and rein- 
suring, are in many ways opposite. The 
direct companies must devote their best 
efforts to obtaining a volume of business, 
to judge each individual risk and en- 
deavor to retain the largest amount pos- 
sible of the desirable lines and the least 
amount possible of the undesirable risks. 
They can govern their acceptances and 





studies of the business. 


F. J. Parry, vice-president of the American Surety, here reviews in a 
non-technical manner the fundamentals of fidelity and surety reinsurance. 
This branch of the casualty business is most important from a reinsurance 
standpoint, one-fourth of the gross premium income being ceded to rein- 
surers, the reinsurance premiums from fidelity and surety bonds being 
almost four times the total of any other single casualty line. Mr. Parry is 
recognized among casualty reinsurance men for his concise and valuable 











risks. To the large company which re- 
insures its excess; to the small company 
which, as a matter of policy, maintains 
small exposures; to the agent in the field 
representing the small company, as he 
is not then limited to only writing poli- 
cies or bonds up to the amount of his 
company’s normal exposures; to the 
company engaged purely in the reinsur- 
ance of risks; and indirectly, reinsurance 
contributes a benefit to the assured, 
it increases the value of the security 
which he holds in the form of policy or 
contract. It is, therefore, to the interest 
of the reinsured to see that its reinsurer 
is solvent, and, further, to exercise care 
to see that the selection of business 
placed with the reinsurer is of the same 
quality, as far as possible, as that car- 
rred by the reinsured. 

For the reinsurer, there are three fac- 


are in a position to obtain a high stand- 
ard of quality for their whole business. 


Selection Against 
Company at Outset 


The reinsurance company starts out 
with the knowledge that its business will 
consist principally of “peak risks” or 
those of very large amounts which may 
present dangerous speculative hazards, 
and that other than these the quality of 
a large portion of the balance will be 
poor, such business as is probably re- 
garded by the ceding company as sub- 
standard. The reinsurance company, 
therefore, must assume for its calcula- 
tions that it will have a substantially 
higher loss ratio on its reinsurance than 
the original direct-writing company will 
have on its own retention. 

The reinsurance company is limited in 
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CARL F. STURHAHN 
President, Rossia 





B. N. CARVALHO _ 
President, Fire Reassurance of Hartford 


the possible volume of its premiums }, 
two things, first, dependence on the ce. 
ing company for volume, and secondly 
limitation in the number of treaties } 
can accept, through danger of receiy. 
ing double lines, in excess of its carrying 
and retrocession facilities. 


Higher Loss Ratio 
to Be Anticipated 


As the reinsurance company must ap. 
ticipate a substantially higher loss rat; 
than the ceding companies and must pa 
the commission cost and a part of th 





home office expenses of the ceding com. 


panies, it is absolutely essential that th 
reinsurer should be able to transact bus 
ness upon a very limited expense allow 
ance, and the clerical work must there. 
fore be reduced to the absolute minimun 

One of the tasks of a direct-wr 
company is to obtain business, le wit 
the reinsurer—its principal difficulty 
to give it off or to spread the risk. Th 
reinsurer is therefore obliged to mak 
many and various retrocession arrang 
ments. The usual structure is first 
series of quota retrocessions, then a first 
excess, then second, third and fourth ex 
cesses, then a general cover for an 
catastrophe hazard covering the whol 
business. 
Difference in Fidelity 

and Surety Risks 


Not only are there these marked differ. 
ences between ceding and _ reinsuring 
companies, but there is a well defined 
difference between the ordinary insurance 
relationship and that of the fidelity and 
surety bond. An insurance company 
relies upon one source for its income 
namely premium. The surety company 
relies upon two sources, the premiun 
and resources of principal. An _insur- 
ance policy can be cancelled. This 
places the insurance company in the 
position of keeping its selection up 
the average. A surety bond, generally 
speaking, once issued cannot be can- 
celled, and the risk has to be carried t 
its natural termination. Policies are 
written for a definite term and surety 
bonds are written for definite and indef- 
nite terms of long duration. 

What constitutes ample resources o! 
principal to adequately protect the surety 
is always a matter of opinion and judg 
ment of the underwriter. Frequent 
there will arise honest difference o! 
opinion among skilled underwriters a 
to whether resources of principal ar 
sufficient to adequately protect the suret 
on any given risk, and this will folloy 
through on reinsurance offerings. 


Four Classes of 

Surety Offered 

The liability that a surety company 
has to offer for reinsurance falls int 
four classes: 

(1) Compulsory reinsurance, which is 
that portion of the liability of a bon¢ 
which is in excess of the surety com 
pany’s legal limit of 10 percent of its 
paid up capital and surplus. 

(2) Voluntary reinsurance, that por 
tion of the liability which is in excess 
of the amount that the company’s mat- 
agement considers a normal exposure Iof 
the particular classification within whic 
the bond falls. 

(3) Bad bonds, the premium 
which, plus the resources of principa 
will not, in the opinion of the under- 
writers, hold the surety harmless Th 
risk is one which cannot be cancelle 
It has been executed either by an inex 
perienced underwriter or an_ agen 
through ignorance or through misu! oer 
standing of his company’s instruction 

(4) Policy risks, on which the pre 
miums and resources of principal are no 
sufficient to warrant the company to 4 
sume the risk but which, together w' 
other considerations, will warrant t 
company’s assuming the hazard. 


Suggestions as to 
Acceptance of Lines 


> that 


It will be seen from the foregoing # 
the selection of excess to be offered 
against the reinsurer to a greater extent 
than it is ona purely insurance line. 
undertake to reinsure these offering 

(CONTINUED ON PAGE 24) 








1929 E 


(Copyri 


Reins 
history, 
busines 
Englan 
only ab 
practice 
tinguis! 
functior 
to the 
ularly; 
made a 
surplus 
and ma 
Early I 

Busir 

Insur 


ment cé 
marine 





Presi 


which y 
ance wi 
it went 
sary, ut 
there y 
on the 
ticular 
whilst i 
respons 
in fire 
compa 
accept 
itself a; 
insura 
surp] 
reinsur: 


day wi 


siderabl 
done 
British 
Can abs 
are als 
sprea 
Strictly 
surp! 


Tenden 
Early 
In th 

ganizat: 

Practice 

and priv 

Office j 





dition 





any 
whole 


liffer- 
uring 
fined 
rance 
y and 
pany 
ome, 
pany 
nium 





gs 








1929 Edition 


REINSURANCE NUMBER 


3 








evelopments in British Reinsurance 


Curious History and Hectic Times of Market Across the 
Water Told by London Authority, Show Post-War Parallel 


(Copyright in Europe to “The Review” 
of London) 


Reinsurance in England has a curious 
history, contrasting with that of direct 
business. As a specialist function in 
England for a separate company it is 
only about 25 years old, and then it was 
practiced only by two small and undis- 
tinguished companies. As a_ separate 
function it was a branch of business left 
to the continent—to Germany partic- 
ularly; in so many things Germany has 
made a specialty of using up waste or 
surplus material from English industry 
and making a fortune out of it. 


Early Days of 

Business Are Told 

Insurance in its rise and early develop- 
ment could do without reinsurance. In 
marine an underwriter endorsed the slip 





CARL HANSEN 
President, International Reinsurance 


which was the working key of the insur- 
ance with the amount he would take, and 
it went the round of the market, if neces- 
sary, under his lead. In fire insurance— 
there were no other classes—a variant 
on the same system followed. A par- 
ticular variant that developed was that 
whilst in marine the broker retained the 
responsibility for completing his cover, 
in fire the underwriter—the insurance 
company—would give full cover and 
accept the responsibility of protecting 
itseli against any excess liability by re- 
msurance, which it did by offering the 








surplus to other companies by facultative 
reinsurance. The system prevails to this 
day with, of course, modifications and, 
particularly, intrusions. Chief amongst 
the latte r is the treaty reinsurance sys- 
tem under which, associated with each of 
the leading offices there is a swarm of 
Satellites which it feeds, for a considera- 
tion, only the surplus not absorbed by 
the treaty associates being offered 
facultatively. There is still a very con- 
siderable amount of facultative business 
done for the reason that though the 


British offices and their treaty satellites 
can absorb big blocks of business there 
are also big target risks which must be 
spread thinly in which retentions are 
Strictly limited, and in which there is a 
Surplus to be got rid of. 


Tendencies Shown 
Early in Development 
In this as in other matters, tariff or- 

Sanization has established a recognized 

Practice as regards one another’s rights 

and pr ivileges—preserving to the original 

Office its precedence in business intro- 


duced to other companies facultatively— 
and also what established more or less 
intimate working association between 
offices. The British offices work in one 
with another under the wing or shadow 
of the F, O. C. (the Fire Offices Com- 
mittee, the tariff organization), through 
their guarantee departments, which are 
internal reinsurance organizations for 
accepting as well as for giving out re- 
insurances. 


Pre-War Picture 
Briefly Summed Up 


There was, and is to this day, a very 
clear line of demarcation between fire 
and marine insurance, although two of 
our oldest offices were from the start 
(1720) jointly fire and marine offices— 
doing life assurance also, we believe, 
more or less casually. On the conti- 
nent there does not appear to have been 
so clear a line of demarcation, and also 
comparatively early their reinsurance 
department was in many cases organized 


money in insurance and in reinsurance. 
But, like all easy money, it was not on 
a firm basis, and brought its Nemesis. 
War business was too much identified 
with war risks, but of itself would have 
run satisfactorily, although some of it 
had a very long “tail” (which, however, 
was not so much inherent to the busi- 
ness but was a kind of salvage by the 
insured when a great trade slump had 
developed). War-time business did not 
give the trained experience necessary to 
meet the abnormally hard and critical 
conditions that developed as an after- 
math of the war, and the easy money of 
war risks business had not been stored 
against possibly disastrous conditions. 


Post War Boom 
Brought on Troubles 


Between the war and the aftermath 
was a boom period in industry and in 
incidental enterprises. The big business 
and easy money in insurance during the 
war, and the natural, certainly the posi- 





surers in this country. 





A situation somewhat parallel to that of the reinsurance market in 
America is to be found in Great Britain. There, as in this country, domestic 
development followed intensively upon the enforced retirement of the great 
German market during the War. And there, as here, the business has found 
itself, after a hectic decade, in a puzzling and somewhat unsatisfactory situa- 
tion. The British market is also of some interest to American reinsurers, 
as the British companies have drawn rather heavily on the American mar- 
ket of late in competition with the domestic companies on this side of the 
water. In view of this, The National Underwriter asked the 
London, an eminent trade journal which was the pioneer in reinsurance 
study and has contributed much to the serious consideration of the business, 
to give a summary of the British reinsurance situation today. This com- 
prehensive review is the result and should prove of keen interest to rein- 


“Review” of 








as a separate adjunct to the direct 
writing office. 

The Swiss Reinsurance Company of 
Zurich was formed in 1863; the Munich 
Reinsurance Company in 1880, and there 
were earlier distinct reinsurance com- 
panies on the continent: the Cologne 
Re. of 1843-52 is the earliest, but the two 
first, named companies in course of time 
became pre-eminent in, and the center 
of, continental and international reinsur- 
ance activities. Their pre-eminence was 
based on the one hand on a broadly con- 
ceived policy of external operations both 
by treaty or proprietary relations with 
companies of other countries, and on 
the other hand by an intensive study of 
the technique of the business—and it 
cannot be too greatly emphasized that 
there is a technique in the business 
which is not to be readily acquired even 
in the working of the guarantee depart- 
ment of a direct office. 

That was the position before the war: 
two inconsiderable British companies 
working in reinsurance, several impor- 
tant continental reinsurance companies 
with very important connections, the 
treaty system well established but not 
emphasized; and with the business in 
part either avoided by insurances by 
schedule under lead or transacted facul- 
tatively between the direct offices. 


War Drove Great 
German Market Out 


The war cut out the all-important 
German companies from both insurance 
and reinsurance, throwing their insur- 
ance and reinsurance connections into 
the great hazard. It was impossible to 
organize home reinsurance companies; 
neither capital nor the personal training 
and experience were available, and the 
companies could not further take in each 
other’s washing. Denmark and other 
Scandinavian countries stepped into the 
breach nobly, and for a time quite suc- 
cessfully; during the war there was easy 


tive desire to keep the Germans dis- 
placed from their pre-war position, 
brought numerous insurance and rein- 
surance companies into existence, in 
Great Britain as elsewhere. In Great 
Britain they were not necessarily new 
incorporations. A favoured alternative 
was the purchase of a pre-1909 incor- 
poration, which has certain exemptions 
from the provision of the 1909 act, and 
there were a good many dormant com- 
panies of that date. They were re- 
capitalized for active business, either 
direct or indirect. There were many in- 
stances of this. One of the two British 
reinsurance companies established before 
the war—the City Equitable—was re- 
capitalized under new administration 
and it quickly became the center of a 
considerable combination, expressing the 
biggest and most hopeful essay in the 
new reinsurance endeavour. Its collapse 


in the earliest stages of the financial 
slump following the post-war trade 
boom was a bad shock, although the 


collapse was due to personal and purely 
financial, not insurance, factors — it was 
absolutely on all fours with the Hatry 
collapse which is now engaging British, 
and to an extent international, attention. 
It was not a collapse even on the lines 
of the Frankfurter General which has 
its basis in actions—misadventures—by 
the company itself, incidental to insur- 
ance. In the case of the City Equitable, 
the insurancé factor—perhaps in itself 
not strong—was completely overborne 
by the financial factor, and the break- 
down of the personal factor in the ad- 
ministration brought down a big com- 
bination included in which were some 
very creditable insurance and reinsur- 
ance enterprises. 
Severe Shock to 

Newly Created Market 

The City Equitable collapse gave a 
severe shock to the new insurance mar- 
ket—it could not touch the old com- 


panies, rather it left them to a stronger 
position. But it very grievously weak- 
ened the position of the new companies, 


which were largely reinsurance com- 
panies. It left the leadership of the 
British reinsurance market to the Con- 


solidated, which was the other pre-war 
British reinsurance company, and much 
business accrued to it. A lot of it, how- 
ever, was marine. The Consolidated 
was under insurance management and 
administration, undoubtedly expert, and 
with wide experience in_ different 
branches of insurance (otherwise than in 
marine) but not in the rank of the old 
direct offices with their fine traditions 
and sterling qualities. Again there was 
in some degree a breakdown of the per- 


sonal factor although not in anything 
like to the same extent as in the case 
of the City Equitable. It was shown 
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rather in the incidentals of the collapse 
of the Profits and Income Company—an 
associated company — by interlocking 
shareholdings. The direct cause of the 
collapse of the Consolidated was its 
heavy marine business but had the ad- 
ministration and management been of 
first class quality the company could 
and would have been saved. 


New Competing Factor 
Was Introduced 


The breakdown of the two oldest and 
senior companies—although in the one 
case positively due to factors not apper- 
taining to insurance as such—and inex- 
perience in the technique of reinsurance 
management — for experience in the 
guarantee department or other depart- 
ments of the big composite office, whilst 
valuable was not sufficient for the man- 
agement of an independent concern, 
with its separate overhead and 
responsibilities, and of course there was 
a recognition of this by the direct offices 
—have proved a very great handicap to 
the firm establishment and development 
of the purely reinsurance companies. At 
the same time a new competing factor 
arose—a very formidable factor from 
every point of view. 

London has ever been the entreport 
of marine insurance and reinsurance for 
the whole world, but that centres at 
Lloyds which stands altogether apart 
from the British company fire and acci- 
dent market. (The company marine 
market, of course, works in conjunc- 
tion with Lloyds.) Lloyds non-marine 
market is the development of the last 

(CONTINUED ON PAGE 22) 
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Ten Year Review of iced 


The post-war history of fire and cas- 
ualty reinsurance in the United States 
is clearly shown in the subjoined tables 
of premiums and losses. Figures are 
given by year for the past five years and 
then for 1919. The latter shows the 
state of the market from the standpoint 
of strictly reinsurance offices and points 
to the dearth of, domestic companies. 
The increase of the latter is shown while 
the decrease in importance of the for- 
eign offices is shown. These figures do 
not, of course, include a large amount of 
foreign business that goes to Lloyds and 
non-admitted offices, so that actually the 
majority of the business probably still 
goes across the water, but it is clear that 
the domestic market has developed and 
notably so in the past ten years. 


Post-War Trend 
Shown in Figures 


The experience in fire reinsurance has 
not been as favorable as those attracted 
into this branch of the business might 
have wished. The war profits soon 
vanished after the close of the war and 
losses cut heavily into premium income 
for a few years. Then in 1926 there was 
a turn for the better and for three years 
a very favorable experience was written 
up. The last phase of the post-war de- 
velopment is not shown here, the 1929 
returns not yet being available. It is 
probable, however, that 1929 experience 
will not be as favorable. The upturn 
that started in 1926 has been checked and 
it is not now certain whether the future 
will be up or down. Competition is 
keen and losses are increasing. But re- 
insurance is thoroughly established and 
it is believed the temporary slump will 








Fleets Have Grown Among the Reinsurers 














Fire reinsurance, like its parent busi- 
ness, fire insurance, has somewhat turned 
to the system of fleet operations. Half 
of the premium income of the strictly 
reinsurance companies goes to those 
companies which are operated as mem- 
bers of fleets. Some of those fleets have 
thus aggregated a premium income suffi- 
cient to make them sizeable entities in 
the insurance business. The fleet units 
in this country and their premium in- 
come in 1928 are shown as follows: 


Carl F. Sturhahn group: 
Rossia } 
American Reserve 
Fire Reassurance 
Lincoln 
First Reinsurance 





Meinel & Wemple group: 
Reins. Salamandra 
Hamburg American 
North Star 

Sumner Ballard group: 
International 


$ 


~] 


no 


44,302 


, 


—_ 


Skandinavia $6,734,541 
New India 

Franklin W. Fort group: 
Eagle 
Baltica $4,035,158 

Fester, Fothergill & Hartung group: 
Union & Phenix 
Jupiter General 
Kyodo 

American Phenix Corp, group: 
Reins. of America 
Lion Fire 
Underwriters Reins. 
American Reins, 


$2,328,759 


$1,556,021 





be left behind shortly and a good busi- 
ness will result. 


Premiums Fell Off 
Some Last Year 


Last year fire premium income fell off, 
$1,000,000 for the domestic companies 
and $4,000,000 for the foreign companies. 
Thus, the domestic fire: companies 
gained on their foreign competitors in 
spite of the slump in income. United 
States companies had Goee ¢ of $36,- 
313,293 and losses of $18,015,925. For- 





eign companies had premiums of $25,- 
602,963 and losses of $14,047,471. The 
aggregate was $61,916,257 in premiums 
and $32,062,896 in losses—which left a 
small underwriting profit, to which was 
added a sizeable investment profit for 
the year. The latter is one of the pres- 
ent phases of the slight turn for the 
worse, for investment profits in the 
future will doubtless be far less and 
underwriting profits must be depended 
on for net profit. 


The casualty field last year saw a 


AMERICAN FIRE COMPANIES 


— 


notable improvement, premiums rising 
sharply, while losses dropped off slight) 
Domestic casualty companies gained ¢ 
foreign competition, the one admitt 
foreign office showing a decrease in pr 
miums, while domestic offices increase 
their premiums about 30 percent. (Ca. 
ualty premiums have persistently 
creased over the ten year period and ar 
now about triple ten years ago. Loss 
have never been disastrous, though ; 
the years 1925 to 1927 they rose 
dangerous proportions. Last year, hoy. 
ever, they fell off somewhat while pr 
miums rose sharply, giving a very favor 
able experience. United States com. 
panies had premiums of $13,589,824 an/ 
losses of $6,815,700 last year and the om 
foreign company brought the total ca: 
ualty business to $20,578,529 in premium 
and $9,817,192 in losses. 


Fire and Casualty 
Aggregate $82,494,786 


The aggregate fire and casualty rein 
surance companies’ figures show pr 
miums of $82,494,786 and losses of $41- 
880,088, a very satisfactory experienc: 
for reinsurance. If the life busines 
were added to this, it would bring th 
total premium income of strictly reinsw. 
ance companies to about $86,000,00 
which might be used as a basis of com 
parison with foreign countries, where a 
coverages are written in the one com: 
pany. 

The premium and loss figures for fir 
and casualty reinsurance companies oper 
ating in this country are as follows, fo 
the past ten years: 















































1927 1926 1925 4 1919 
Prems. —— Losses Gs Prems. : Losses Z “ Prems. Losses a Prems. Losses ny Prems. Losses iy “ Prems. Losses 
Senatiaim Denaees......<, $ 2,498,726 §$ 1,223,415 § 2,104,807 $ 1,148,400 $ 2,002,576 $ 1,243,600 $ 1,420,720 $ 1,491,600 — ........  ceeeeeee tee ees : ; 
co) OU” eR ere 102,658 . waive:  weesese ~<eeeees €669504e Ceheeee 8 6° Gaee eee Aiekee . stasdeee . eeeaeeae ooo sees 

> — ae 431.372 3,523,130 1,258,096 2,409,669 1,271,831 2,077,570 947,921 $ 985,772 $ 730,126 $ 437,965 $ 232,19 
4 a rt 1/908,049 867,001 1,997,235 8,050,128 2,157,151 3,246,647 2,063,150 ........ cau 
Juardian Fire 2.952, 1,177,175 ——_ poop tty Pye i+ p44 eoceeses 8 seece eee rrr ecccece <«  Senwses ° ‘ 
nadie! 4708087 2447945 4.927245  2,587.290 51 3,398,641 5,099,679 3,544,130 4,653,281 3,154,485  2.235,411 1,883,50! 
Inter-Ocean Reins 1,662,517 725.139 1,401,598 587,227 1,372,633 566,256 1,653,361 1,028,413 1,001,284 MEE = nsnca aon oe 
Lincoln Fire ............ 2056594 1,114,820 2,076,548 1,099,557 2,005,611 1,325,330 2,355,970 1,363,177 1,578,464 1,174, 277 ecm 
TAOn FUre ...ccceececeeee 81,076 OEUe 8 xeseease 8 s6500655 S0955055  S8800600 Sesteese 8 =©60558005 Cceesese ecooccese seescece seeves 

y DM bGastecuanndeel S355 1,087,363 1,843,612 1,183,141 2,456,300 1,329,469 2,724,071 704, 389 abdeucas Maks  keacwnne 
ag . Ee ees 494.197 1,513,638 378,559 1,048,181 262,516 101,152 1858s Bee eatkegen 6 seaceees 
DEL aaadseaestenen 2,308,439 1,067,428 a.sen.ee3 1,140,878 2,022,014 913,158 714, 548 171,241 901,765 =... . eee weeeee 

ins ; or 2 —_ ~~ - <a... <@6560000 6200060 66000660 6466800 Q@6400nee ¢0058600 . 9066866 oe ecess 

nL On cee srene. 98 saree 4908835 «10811706 © 6,808,202 841,048 «735, ee 

Transportation Reins..... 91,516 13,738 = cccccece =e eo vvece eeecee ee te eee . eeeeeee eeeeseee eeccccee cevcces co 8 ee eeee . 0 oe eees 

aiele oo eunel $36,213,203 $18,015,425 $37,342,159 $18,680,110 $24,833,761 $19,906,093 $29,522,932 $17,904,052 $21,139,618 $14,002,144 $ 9,864,174 § 7,064,11) 
FOREIGN FIRE COMPANIES 

92 1927 192 25 1924 1919——— 

y Prems. cs Losses ’ Prems. P Losses ‘ “ Prems. Losses “ Prems. Losses ~s Prems. Losses - ae Prems. Losses 

i ao es ca ee 01,747 1,487 $ 799,171 222 $ 815,504 $ 1,214,453 $ 833,000 $1,110,783 $ 844,140  ........ 00 caer 
Christiana’ General ...... 2,823,563 . 1,860/225 ° 4,177,026 1,850.45 3,615,517  1,663,53 2,230,204 1,477,728 1,945,471 7 8 | peeeneee 
Jupiter General ......... f 196,845 347,411 ase.aes —— eeise 595,949 640,595 1,076,453 ae wae senes 

* ss 336.085 18 2, A 2990S = =— sn eecesse = aw ww sw ee eeecesee esce0evceese 8 §= eeecececes 
Now India PORE 391,644 710,830 496,026 172,785 1,062,253 1,496,857 1,209,986 1,488,700 1,393,770 1.12122: 

@ qierapasicenp it 288,716 668,152 157 Ne) eee «6 6 le Mae Beeeeee wedi wee +08 
ne eat ta §«=—OoS.AER'SRS||CGSHDRI4AL «© 3,412313 GSR01S8 31649326 aerse7a 31945,692 4)3944,a50 35071275 9 Basdoae ¢ * SLi 
Reins. Salamandia.......- 3,379,217 —:1,927,757 ; 1 2'513,142 4,387,607 2,570,371 2,703,290 2.526301 4,159,727  2,770/627 ries a ngoonss 
Skandia ceupencneaeavn) ee 654,88 3,524 790,652 1,495,756 931,407 1,497,251 1,065,687 ¥ 1,032,775 1,555,737 756,075 
Skauainavia 1,364,491 524,340 747,670 225:673 —110,966 373,70 231,473 851,781 1,735,316 1.382962 7,358,070 2,879.41! 
Swiss Reins. . 5,002,550 2,739,267 762 2,697,530 5,363,506 3,112,626 3,992,411 2,338,359 3,484,710 2.434.642 2336226 1,201,5% 
Union & Phenix. 1,287,918 687.938 965,049 882,069 2,045,804 1,233,812 1,295,679 1,455,682 2,787,503 2.430.917 3,701,831 1 "504,306 

Re ook ee 602,903 $14,047,471 4 $14,536,395 $26,796,024 $15,876,576 $20,231,540 $15,644,811 $24,129,597 $17,849,206 $17,308,786 $1 13,691, 
aspen U. S. and For. bevieer at) *Te018 435 37,342,159 18,680,110 34,833,761 19,906,093 20,522,932 17,904,052 21,139,618 14,002,144 9/864,174 — 7,064,1 
ences 
$61,916,257 $32,062,896 $66,908,733 $33,216,505 $61,629,785 $35,776,669 $49,754,472 $33,548,863 $45,269,215 $31,851,350 $27,172,960 $20,761," 
AMERICAN CASUALTY COMPANIES 
P 1928 P 1927 ~ 6 1926 ie 1925 <a 1924 .- 2 1919-————> 
Prems. Losses Prems. Losses Prems. Losses Prems. Losses Prems. Losses Prems. Losses 
rics tt ewcinwane 1,351,702 770,208 089 $ 405,370 5 $ 488,566 $ 1,032,942 $ 482,841 $ 1,068,156 $¢ 1583 tt $ 261,897 $¢ 1933 
se ae eaeauie ° 3,070,987 . 1,781,121 2,769,069 " 2,018,450 3,987,351 2,185,589 2.875.405 1,410,554 2,018,813 a. waveeeds cau 
UGGRe MOM, cccocevcese 1,111,107 6,67 124,631 FRR pa oesesete ossnens caida ats  neidiieh . Geecnmed set 
IE isc esaceness 1,151,311 667,468 1,177,639 681,26 775,872 405,413 693,323 568,315 1,727,810 T° eee ere 
General Reins. .......... 346 8=-2,905.859 = 5,922,421 3,627,538 5,168,553 3,573,796 3,161,510 1,879,846 1,230,224 552,103 4145,110 1,321, 
International .......+.+. 1,455,371 = aaecea . “eeceeeee.  eeaeenes eccccees eeccccce oseeeeee 8 S6086600 convenes ©  esccere __ eneuee 
DN a ocanwiaee . $13,589,824 $ 6,815,700 $10,979,849 § 6,777,943 $10,819,870 $ 6,653,344 $ 7,763,180 $ 4,341,556 $ 6,045,003 $ 3,144,171 § 4,407,007. .$ 1,520.5" 
FOREIGN CASUALTY COMPANIES 
European General ....... $ 6,988,705 $ 2,001,492 $ 7,482,166 $ 3,517,351 $ 6,607,827 $ 3,375,121 $ 5,903,222 $ 3,650,433 $ 6,103,829 § 3,642,648 $ 3,243,879 $¢ 1,235,% 
Age. U. S. and For. .$20,578,529 $ 9,817,192 $18,412,015 $10,295,294 $17,427,727 $10,028,465 $13,666,402 $ 7,991,989 $12,148,882 §$ 6,786,820 $ 7,650,886 $ 2,756" 
AGGREGATE ALL FIRE AND CASUALTY REINSURANCE IN U. S. 
IN STRICTLY REINSURANCE COMPANIES 
$61,916,257 $32,062,896 $66,908,733 $33,216,505 $61,629,785 $35,776,669 $49,754,472 $33,548,863 $45,269,215 $31,851,350 $27,172,960 $20,761" 
Total Fire and Cas..$82,494,786 $41,880,088 $85,320,748 $43,511,799 $79,057,512 $45,805,134 $69,420,874 $41,540,852 $57,418,047 $38,638,170 $24,823,846 $23,515!" 
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Many for Fire, 
Fewer Casualty 


Nearly 30 Strictly Reinsurance 
Offices Receive Various 
Fire Lines 


COMPETITION KEEN TODAY 





Casualty Offers Only Seven Offices— 
Both Find Extensive Facilities in 
Direct Companies as Well 





Reinsurance facilities in the United 
States are very broad, due to the exten- 
sive exchange of business among direct 
writing companies, but for strictly re- 
insurance facilities they are not so ex- 
tensive, being very limited in fact in the 
case of life and casualty insurance. This 
is in reference to those companies writ- 
ing reinsurance only, of course, for there 
is a large range of companies accept- 
ing reinsurance business in addition to 
their direct business, so large that it is 
in some cases a disconcerting item of 
competition. For reinsurance only, 
there are but two life companies and 
seven casualty companies operating in 
the United States. The fire field is more 
thoroughly represented, there being 16 
American companies and 13 foreign com- 
panies operating in the United States. 
The three units are, of course, strictly 
separate in the United States, overlap- 
ping of coverages not being permitted, 
and a separate organization being neces- 
sary for the writing of fire, casualty or 
life reinsurance. 


Sixteen American, 
Thirteen Foreign Offices 


Fire reinsurance is naturally the larg- 
est division of the group of the three, 
net premiums of the strictly reinsur- 
ance companies of the fire and marine 
division totaling somewhat in excess of 
$60,000,000 in 1928. The facilities in 
this connection, as seen by the adjoin- 
mg table, are 13 foreign companies and 
16 American companies. These com- 
panies do not represent the total rein- 
Surance written, but rather a small per- 
centage of it, the bulk of the reinsurance 
of the large fleets remaining within the 
fleets and not going to the strictly re- 
insurance offices. This is one of the de- 
velopments of recent years in fire un- 
derwriting that has been disconcerting 
to the reinsurance underwriter. Fire 
insurance has dev eloped so notably along 
fleet lines that outside facilities are not 
utilized in many groups. 


Future Not Now 
Clearly Defined 


For this reason, the fire business of 
the reinsurance companies comes almost 


entirely from the smaller and middle- 
sized fire companies. Even in the lat- 
ter case, a large amount of reinsurance 


k0es to the large direct writing com- 


“gn these organizations being in di- 
rec 





ae 
3 518,18 





“ct competition with the reinsurance 
yompanies. While the tendency has 
»een thus far towards an increase of the 
- oe Writing companies’ influence in 
th, surance, there is a possibility that 
= we ‘may see a shift towards the 
notable in € companies, in view of the 
mee € increase in new, independent of- 
of At recent years. There is no way 
reinsuran ng today what the total of fire 
writ ance business is, if the direct 

ing « companies are to be considered, 





What America Offers in Reinsurance 








Experience of Reinsurance-Only 
Companies in the U. S. Last Year 




















FIRE REINSURANCE IN 1928 
American Companies 











Invest. Und. 
—— Aas s Prems. Lessee cose Gain 
Ore. 92 928 
Amer. Res....1919 $ 1 1,799 387 $ 4,630, 28 $ 2,498,726 $ 1.323415 Bg 296 116 $ 204,797 
Assoc. Reins..1928 89/149 1/092/140 CF rrr 30,231 —41,08 
Eagle Fire....1912 1,500,000 5,929,288 2,537,930 1,431,372 286,416 357,456 
Fire Reassur..1920 1,284,177 4,548,947 2,934,664 1,714,574 446,431 114,884 
Guard’n Fire.1926 2,185,213 7,913,079 2,952,629 1,177,175 1,331,548 3,54 
Hamb’g-Am...1925 1,255,649 3,106,559 1,418,730 748,832 106,463 —1,8 
International..1909 3,438,616 9,925,361 4,706,647 2,447,945 590,871 358,477 
Int. Ocean Re.1919 832,63 3,261,108 1,662,517 725,1 107,868 135,469 
Lincoln Fire. .1923 1,665,562 4,647,331 2,056,594 1,114,820 306,879 240,010 
Lion Fire.....1928 371,398 644,708 81,076 4,87 —6,265 —22,337 
North Star....1925 1,489,723 4,348,954 2,446,355 1,087,363 128,280 96,694 
Pilot Reins...1925 934,295 3,554,187 1,165,781 94,197 300,574 82,870 
Prudential ...1922 1,363,313 4,290,273 2,308,439 1,067,428 —10,243 255,339 
Reins. of Am..1927 $37,391 2,154,293 1,474,945 260,024 124,436 —277,911 
MOSHER cccceccs 1915 5, 462,339 17,367,927 7,774,016 4,905,535 at +f 635 942,395 
Transp. Re....1928 1,567,021 2,682,852 91,516 13,315 51,070 —134,049 
Total cccoseces $26,525,868 $80,097,235 $36,313,294 $18,416,013 $5,948,310 $2,314,707 
Foreign Companies Invest Und. 
Extend Gain Gain 
Org. U.S. Surplus Assets Prems. Losses 1928 1928 
Baltica .1915 tt $ 1,193,019 $ 2,916,455 $ 1,497,228 $ 701,747 $ 65,351 $ 191,469 
Chris, G..1847 1918 1,376,530 4,989,1 2,823,563 1,860,225 150,430 469,942 
yan Seseses 1924 445,163 866,414 355,935 196,84 6,141 3,460 
re 1926 374,396 1,100,836 684,906 336,085 21,109 58,493 
} Ind: 1919 1921 874,755 1,732,829 663,403 391,644 19,245 1,11 
Pearl ...1864 1927 754,068 2,281,681 1,288,716 668,152 46,633 165,219 
Prud, Re.1875 1918 1,067,393 10,171,674 5,872,860 3,358,583 497,144 683,450 
Re. Sala.1918 1919 1,566,405 5,764,672 3,379,217 1,927,757 140,408 465,262 
Skandia..1855 1900 983,403 2,561,131 1,292,176 54,889 29,395 228,820 
Skandin .1899 1916 1,002,131 2,227,597 1,364,491 524,340 87,536 1,94 
Swiss Re.1863 1910 2,033,444 8,541,623 5,092,550 2,739,267 608,948 410,333 
Un, & P.1864 1910 787,631 2,511,425 1,287, 918 687,938 —14,3 200,920 
ME seccs - Bis, 464,338 $45,665,536 $25,602,963 $14,047,471 $1,657,962 $3,010,427 
Total oT s. Cos. . 26,525,868 80,097,235 36,313,294 18,416, 013 5,948,310 2,314,707 
Total Fire Re.$38,990,206$125,762,771 $61,916,257 $32,463,484 $7,606,272 $5,325,134 


CASUALTY REINSURANCE IN 1928 


American Companies 7—Ratio—, 
Exp. Losses 


Ine. to Inc. to 








Prems. Losses Expenses Prems. Prems. 
Ore Surplus Assets Written Inc. Inc. Writ. Earned 
Amer. Re. “1917 $ 1,591, 4 $ 6,516,406 $ 1.381. 702 $ 770,208 $ 542,499 40.1 62.8 
Empl. Re..1914 2'250,000 6,823,233 3,070,987 1,781,121 1,094,215 35.6 61.0 
Excess Re.1926 1,247,095 3,019,102 1'111,107 486,676 467,961 42.1 69.3 
First Rein.1911 1,195,86 3,278,347 1,151,311 667,468 513,271 44.5 57.0 
Genl. Re...1911 1,603,036 13,000,781 5,449,346 2,905,859 2,188,343 40.1 55.8 
Internat’l .1928 1,587,159 4,010,055 1,455,371 204,368 580,321 39.8 56.9 
Total ......$ 9,474,260 $36,647,924 $13,589,724 $6,815,700 $5,386,610 40.3 60.4 
Foreign Companies 
Europ. Re.1911 $ 2,500,000 $15,394,865 $ 6,988,705 $3,001,492 $3,286,741 47.0 40.9 
Total Cas. 
Reins... .$11,974,260 $52,042,789 $20,578,429 $9,817,192 $8,673,351 43.6 50.6 
LIFE REINSURANCE IN 1928 
American Companies 
Surplus Assets P roms. Paid-for In Force 
Org. Capital 2929 1928 in 1928 End 1928 


1929 
N. Amer. Re..1923 $1,000,000 $1, 077, 904 $ 9,112,962 $2,909,296 $52,527,000 $159,457,000 

















Re. Life Am..1917 500,000 500,000 1, 801,107 567,548 22°818\216 62,650,922 

Total .....- . -$1,500,000 $1,577,904 $10,914,069 $3,476,844 $75,345,216 $222,107,922 
AGGREGATE REINSURANCE RESULTS IN 1928 

Capital Surplus Assets Premiums 

WIPE cccccccccccccccscscccscssecess $11,600,000 $38,990,206 $125,762,771 $61,916,257 

Casualty 9 606deb Skene es 45nE600ee8 6,300,020 11,974,260 52,042,789 20,578,429 

TAP ccccccccvcccccccccesecessccess 1.500,000 1,577,904 10,914,069 3,476,844 

Meta) cccccccccesecscsoseocecses $19,400,020 $52,542,370 $188,719,629 $85,971,530 

but it is not probable that the reinsur- the European Reinsurance does over 


one-third of the business of the strictly 
reinsurance organizations, and the non- 
admitted companies from across the wa- 


ance companies receive more than about 
20 percent of the aggregate. 


Casualty Similar, 


Though Fewer Offices ter do a large business; a very sizeable 
It percentage of the American casualty re- 
There are not a8 many casuamy insurance goes across the water. The 


insurance companies in this country, and 
those companies operating have not de- 
veloped as large a premium income as 
in the case of the fire companies. Also, 
the casualty business is largely in the 
hands of the direct writing companies, 
as in the case of the fire business. It 
has been estimated that not over 25 
percent of the casualty business goes 
to the strictly reinsurance companies. 
As the adjoining list shows, there are 
American and one European rein- 


bulk of the reinsurance premiums come 
from theft, burglary, fidelity, surety and 
compensation lines. These are also, un- 
fortunately, the largest loss producers. 
The best underwriting results come from 
steam boiler explosion and general lia- 
bility lines. 





Have Large Departments 





S1X 

surance companies operating in the 

United States, and their aggregate pre- The Sun Life of Canada, the Con- 
mium income in 1928 was about $20,000,- necticut General Life and the Lincoln 
000. In addition, a large volume of National Life, all three, have reinsur- 
casualty reinsurance goes to the non- ance departments with a premium in- 


come equal to the total income of many 
sizeable and aggressive direct writing 
companies. 


admitted foreign companies, particularly 
Lloyds. f ; 
As the one foreign operating company, 


Life Field Has 
Grown Rapidly 





Youngest Branch in Range of Re- 
insurance Offices Is Now 
Large 


MUCH IN DIRECT OFFICES 


Only Two Strictly Reinsurance Com- 
panies, 80 Percent of Total Being 
Written by Regular Companies 


field of life insurance, the 
reinsurance facilities are most 
notably limited, two companies only be- 
ing in the field. This condition is not 
apt to change in the near future, for the 
that life insurance offers even 
greater competition than other lines in 
the matter of reinsurance. There are 
a number of direct writing life companies 
which do a huge volume of reinsurance 
business, one alone doing more business 
than many sizeable companies in the 
direct line and over a dozen being in 
the field in the aggregate. 


In the 
strictly 


reason 


Must Consider 
Direct Companies 


Consideration of life reinsurance fa- 
cilities must necessarily include these 
direct companies, due to the nature of 
the development of this business. One 
company alone, the Metropolitan Life, 
has a reinsurance department that is 
larger than any reinsurance department 
or company in this country, all classes 
considered, and ranks as one of the larg- 
est reinsurance offices in the world. 
Bulking as keen competitors are the re- 
insurance departments of such compa- 
nies as the Sun Life of Canada, the Con- 
necticut General Life, the Confederation 
Life, Lincoln National Life and several 
others. There are 13 companies in this 
country that have reinsurance depart- 
ments with a premium income annually 
of over $250,000 and five that have an- 
nual premiums of over $1,000,000, 


Many Are Now 
Aggressively in Field 


The companies most aggressively in 
the life reinsurance business are the two 
strictly reinsurance companies, the 
North American Reassurance and the 
Reinsurance Life of America, and the 13 
following companies: Metropolitan Life, 
Sun Life of Canada, Connecticut Gen- 
eral, Confederation Life of Canada, Lin- 


coln National, Prudential, Travelers, 
Peoria Life, Northwestern National, 
Shenandoah Life, Pan-American Life, 
Missouri State and American Life of 
Texas. The latter was originally a 
strictly reinsurance company, but in 
1923 established a direct department 


which is now aggressively oper ating 
and removing it from the class of strict- 
ly reinsurance companies. The other 
reinsurance company which was on the 
list at the opening of the year was the 
Pilot Life Reinsurance of New York, 
but this has since dropped out, the com- 
petitive strain being too great for the 
company to even get grounded. It was 
organized last year, but was turned back 
for liquidation last month, without hav- 
ing transacted any business. 

Many More Are 

Entering the Business 


Many other direct life companies are 
now in the arena. Some of the more ac- 
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tive of this lesser group are the Jeffer- 
son Standard Life, the Penn Mutual, 
Continental of Missouri, Old Line Life 
and Fidelity Mutual. There are some 
15 more which report a total of rein- 
surance premiums that indicates a poten- 
tial department of size for the future. 
And there are a score that have opened 
reinsurance departments, or at least de- 
cided to accept some reinsurance busi- 
within the past year or two, indi- 
cating) that many more are being at- 
tracted to this field of endeavor. Com- 
petition is now kéen, but the market has 
just started to develop and the facilities 
are probably not too extensive for future 
needs. Big policy underwriting offers 
the means of great development in this 
division and it is only problematical 
whether the trend of the future in this 
youngest of the reinsurance groups will 
along the lines of strictly reinsur- 
growth or direct company devel- 
opment. «In the other lines, fire and 
casualty, the direct office growth was 
the first stage, with strictly reinsurance 
offices developing later. The same may 
be true of life business, which has only 
started to expand. 


Great Development 
Shown in Figures 


The remarkable development of life 
reinsurance is shown from the annual 


less, 


be 
ance 





FORT 
U. 8S. Manager Baltica, and Vice-President 
Eagle Fire of New Jersey 


FRANKLIN W. 


reports of the companies operating rein- 
surance departments. In 1928 the strict- 
ly reinsurance offices paid for $75,345,- 
216 in new business, bringing the total 
in force up to $222,107,922. The pre- 
mium income on that business was $3,- 
476,844. The direct companies with re- 
insurance departments (reporting nearly 
100 percent to THe NationAL UNDER- 
WRITER) showed a 1928 total of $39,- 
923,339 in premiums, with insurance in 
force of $1,525,975,666 at the end of the 
year. Combining the two, the to- 
tal life reinsurance premiums for the 
year were $43,400,183 and reinsurance in 
force at the end of the year amounted to 
$1,748,083,588. It not unlikely that 
the total in force has even now passed 
the $2,000,000,000 mark—whereas it is 
a business that dates back less than two 
decades in any degree of recognition and 
than one decade for intensive cul- 
tivation, 


Reports Show Nearly 
Two Billion in Force 


1S 


less 


The growth over the past decade and 
a half is shown in the subjoined figures. 
They are not accurate for the earlier 
years, as few companies kept distinct 
statistics in those years, this being only 
an occasional line in most offices. It is 
believed, however, that these figures will 
represent the general picture, as indi- 
cated by the reports just received by 
Tue NatTionAL UNDERWRITER. The an- 
nual premium income and insurance in 
force for 1928 and 1927 and three five 


Reinsurance as a Service 


to the Agent and Insured 


By HARRY 


R. WILSON 


Vice-President American Central Life 


The life insurance salesman of today, 
compared to the underwriter of the past, 
is in a far more strategic position to 
render efficient service to his client. Re- 
insurance facilities are largely respon- 
sible for this beneficent change. 

There was once a time when an agent 
could deliver only standard life insurance 
policies within the net retention limits 
of the company which he represented. 
Many a sale has been lost because the 
field man could not deliver as large a 
coverage as the applicant desired. More- 
over, such an agent did not have the 
liberty of selling insurance among that 
large class of individuals known as 
“under-average” risks. Thus the sales- 
man lost his commission by reason of 
his inability to deliver a large policy, 
and, besides, was deprived of remunera- 
tion from the so-called substandard risk 
because his company was unable to 
accept it. 


Unlimited Field for 
Agent from Reinsurance 


The salesman of today can write as 
large a contract on one life as he is able 
to sell and can have the insurance issued, 
in one or more policies, as desired, by 
his own company. He can likewise place 
a policy from his own company on a 
substandard life, even though the com- 
pany he represents does not retain any 
portion of the risk. This is a wonderful 
assistance to any agent, and it is espe- 
cially helpful to those who represent our 
younger life insurance companies. It 
places the underwriter affiliated with a 
small company on an equal competitive 
footing with the agent of an older and 
larger one. It explains why present- 
day field men enjoy greater earning op- 
portunities, protected and equipped as 
these field men are with proper reinsur- 
ance connections. 


Permits Agent to Deal 
Entirely with Own Company 


The life insurance salesman is the 
backbone of his company. He is en- 
titled to every available service which 
will permit him to sell and deliver, as 
nearly as possible, any reasonable cover- 
age desired by an applicant for life insur- 
ance. The realization of this fact by 
modern, progressive, underwriting in- 
stitutions and the vital part which re- 
insurance development has played in 
broadening the scope of human service 
so vg by life insurance has been 

largely responsible for today’s highly 
scientific type of salesmanship and for 
greatly augmented opportunities to in- 


crease personal earning power. Under- 
writers prefer to deal with the company 
with which they have a contract, rather 
than attempt to distribute a large risk 
among several competitors. In fact, 
most companies’ contracts prohibit such 
practice. Then, too, dealing with a 
single connection means familiarity with 
rules and practices and make for more 
harmonious transaction of business. Cer- 
tainly it is fair for a Gompany to expect 
its field men to maintain strict allegi- 
ance to one institution, and it is 
equally fair and proper for the agent to 
look to his company for complete serv- 
ice—service which is comparable to that 
offered by a competitor. Only a con- 
tented sales force can be truly efficient, 
and contentment is best secured by up- 
to-date equipment and treatment. 


Great Boon to 
the Small Company 


Every life insurance company has a 
net retention limit. Old, large organiza- 
tions with a great amount of insurance 
in force and substantial assets can retain 
a large portion of any one risk. 
young, new company with a_ small 
amount of insurance in force and lim- 
ited assets can retain only a small por- 
tion of any risk, during the company’s 
early years. Later, as the passage of 
time results in augmented assets, greater 
surplus, and more insurance in force, a 
larger retention becomes permissible. 
A small company is also frequently han- 
dicapped by inability to afford the main- 
tenance of substandard underwriting 
facilities. Such a company is, however, 
benefited by those who have scientific 
underwriting departments and it can re- 
insure 100 percent of a risk, if advisable 
—an advantage which is invaluable to the 
small company’s agents and which is 
now utilized by the youngest organiza- 
tions. 

Some life insurance companies have 
created highly scientific reinsurance de- 
partments, thereby providing expert 
service for others who have not evolved 
machinery for handling under-average 
classifications. Such fully equipped com- 
panies likewise serve those whose agents 
sell larger policies than come within the 
limits of their own net retention. Here 
is a great progress indeed over the past! 
Why should not the underwriter be of 
greater capability and usefulness, as well 
as enhanced value to his company? 

Obviously, no one life insurance com- 
pany can acceot on its own account a 
single risk involving insurance on a 
given life to the extent of, for example, 








year intervals prior to that are as fol- 
lows for life reinsurance in total: 


Total Life Reinsurance 


Premiums Ins. in Force 

BOBS cccccccveses $43,383,000 $1,748,083,588 
BOOST wcccccccces 37,115,000 ,943,000 
19ZZ .cccccccees 12, ae 000 538,000,000 
TDLT wcccseccs . 0; 000 36,300,000 
1191S wncccccccces 260'000 15,400,000 
The same figures for the reinsurance 


departments of direct writing companies 
are as follows: 
Reinsurance of Direct Writing 


Companies 
Premiums Ins. in Force 
Lo Peer errr $39,923,339 $1,525,975,666 
BGT scecveseesie 34,175,021 1,324,953,082 
BOBD ccvcccce ° 12,117,870 471,685,971 
BOLE coccceceses 710,000 30,800,000 
BOER cccccecenes 260,000 15,400,000 


That the reinsurance business has be- 
gun to contribute to the purpose of life 
insurance in the form of loss payments 
is indicated by the following premium 
and loss figures for the reinsurance de- 
partments of direct writing companies, 
the rapid growth being indicated again 
in these returns: 


Loss Experience of Direct Writing 


Companies 
Premiums Losses 
BEE: sadcdacvaneua $39,923,339 $13,219,858 
Dy <taeen0eeeden 34,175,021 11,505,567 
Dn ts0cesewenne 12,117,870 4,464,461 
St. déagensasaacns 710,000 170,000 
Den ccesieadeunes 260,000 105,000 
In all of this, it is clear that life re- 


insurance has only but entered its period 
of expansion. Big policy underwriting, 
the phase of the business that brought 
reinsurance into prominence, is only in 
its infancy. Life insurance trust busi- 
ness, the product of the past few years, 
promises many billions of new business 
for the future, the bulk of which will 
be in the realm of reinsurable business. 
Business insurance calls for lines that 
usually need splitting as to hazard and 
thus requires reinsurance facilities. The 
facilities are at hand and the business 
has ample room to grow. It now seems 
assured that these facilities will be far 
more intensively cultivated in the fu- 
ture and that reinsurance in this depart- 
ment promises an even greater future 
than in fire and casualty lines. 


protection. 
spread among 


$1,000,000 of 
size must be 
surers. 
American legal reserve life 
coverage on a single standa 
approximately $7,000,000. O 
onepemee will not accept in 
50,000 on one life. This fac 


amt ca that all companies arrange r 


insurance connections for the 
their respective agency 
large 





one company—and, 
est of our American compan 
arrange proper reinsurance 
such failure may make it nec 
their representatives to seek 
for an outlet for a new and 
of insurance recently sold. 
said, such agency contacts wit 
itors are not regarded with fav 
companies make it a practice n 
a policy beyond their individu 
tentions, but it will be noted 
few companies are of sufficie 


any 


have an extremely large net retention, : 
limit which they feel is all that is war. 


ranted in the circumstances. 


Meets Competitive 
Force of Substandard 


Substandard reinsurance is of compar. 
Prior to the ac. 


atively recent origin. 


HARRY R. WILSON 


Vice-President American Central Life 


of Indiana 


ceptance of this classification, 
percent of all risks were rej 


though a feeling was prevalent that this 
i unfavorably 
Many underwri . 
took the position tha 

every person who can pay for 
This situation 
resulted in a movement to schedule the 


classification was 
treated by exclusion. 
ers eventually 


being 


surance is entitled to it. 


under-average class and there 
at an additional rating 
would make it possible to a 


risk—a work which was accomplished 
largely through the efforts of those com 
panies specializing in reinsurance service 


The latter, besides serving t 
agency forces, reinsured sub 
contracts of other companies. 
sult of all this, 
rejection ratio has been reducex 
2 percent—an 8 percent 


means profit to agent and comp: 


protection to the under-averag 
Today, a life underwriter is 


in his own company, not ev 


acquainted with the supporting 
The machinery 
sary for a complete service is th« 


ance connection. 
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which is required by 
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policy 
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confronted with a maze of dit 
insurance contracts, but prefer 
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Reinsuring the Many Casualty Lines 


Some Motives Underlying Casualty Reinsurance Are Reviewed by 
Keen Analyst Who Shows Increasing Recognition for Business 


The function of both reinsurance and 
direct insurance is to broaden the ex- 
posure to loss. It follows that reinsur- 
ance and direct insurance are governed 
by the same organic principles, and sub- 
ject, fundamentally, to the same haz- 
ards. 

Risks with a sound “morale” are 
always insurable, given a proper rate 
and adequate reinsurance facilities. 
When, on the other hand, the indemnity 
recoverable from an insurance company 
in consequence of a given event exceeds 
the assured’s actual financial loss, insur- 
ance principles do not operate. In such 
a case, the company is not really a car- 
rier of insurance—merely a potential 
victim. The reinsurer is equally a vic- 
tim when it undertakes a contract drawn 
in such terms as to make the ceding 
company’s ultimate financial interest in 
premium volume, or in catering to its 
field representatives, greater than its in- 
terest in favorable underwriting results. 


Most Common Motive 
Is for “Shock Loss” 


There is more than one legitimate 
motive for taking out reinsurance, but 
the most common is the desire to guard 
against what has been termed “shock 
loss.” A dust explosion in a flour mill, 
a flare in the lacquering department of 
an automobile factory, the overturning 
of a crowded bus—these are all catas- 
trophes which produce shock loss. Such 
events frequently exact heavy toll from 
the carrier of compensation or liability 
cover. Less spectacular mishaps, how- 
ever, may be just as catastrophic in 
their financial effect. Pilfering on the 
part of the treasurer of a building and 
loan association may run into six fig- 
ures, and the same applies to the loss 
occasioned by an accident in a power 
plant, or by the failure of a contractor 
or a country bank. 

In a given year, a direct carrier writ- 
ing one or more of the casualty lines” 
may escape with few shock losses, or it 
may suffer a great many. As regards 
net underwriting results, a run of size- 
able losses may be just as disastrous as 
a single big loss. For this reason, the 
prudent underwriter protects his de- 
partment, and his company, against both 
of the contingencies just mentioned by 
fixing an underwriting limit which is 
moderate as compared with the pre- 
mium volume and financial resources of 
the carrier. The underwriter then keeps 
his retention within the figure selected 
by reinsuring the surplus or excess por- 
tion of risks which otherwise would ex- 
ceed his company’s limit. 


Variation in Needs 
Under Varying Losses 


_ On a large loss, the carrier needs re- 
insurance which will absorb the bulk of 
the indemnities paid. On a small loss, 
it needs no reinsurance at all, at least 
none trom the viewpoint of shock loss 
Protection. It is impracticable to make 
Shock loss reinsurance apply to a uni- 
lorm proportion of all losses, as a frac- 
tion large enough to fit the most disas- 
trous cases, if employed with respect to 
all policies, would require the direct car- 
ner to cede the bulk of its business to 
its reinsurer. The device employed to 
Secure the necessary shock loss protec- 
tion without undue impairment of the 
ceding company’s premium volume may 


Throughout this article the term 
y’. Should be construed to include 


. probably goes without saying 
a t reinsurer covering the entire 

es r surplus line of a direct car- 
ild protect itself from shock loss 


—_ adequately as does the ceding 
on This is done by means of what 
“© Known as “retrocessional” arrange- 


By W. W. 


GREENE 


Comptroller, General Reinsurance 


be either excess or surplus share rein- 
surance. 

In the liability field, policies are not 
infrequently written for amounts greatly 
exceeding any loss which is likely to 
occur in connection with the particular 
risk. Coverage for these large amounts 
is thoroughly desirable, even necessary, 
but the fact remains that in the indi- 
vidual risk the probability of paying the 
face of the policy is rather remote. This 
condition is recognized in the rating 
structure for liability insurance, in that 
the additional premium for each $5,000, 
or $10,000 of added erage decreases 
sharply as the total limits of the policy 


where, if a loss occurs at all, it is some- 
what more likely to involve the entire 
amount of the policy or bond. A case 
in point is the death benefit under an 
accident policy which, in theory, at 
least, is payable in full or not at all. 
Surplus share reinsurance is reinsur- 
ance of the surplus, if any, of the in- 
dividual policy over and above the com- 
pany’s limit, on the share basis. It 
follows that, under this plan, in case of 
all policies written for amounts greater 
than the company’s limit, the reinsurer 
has an interest in every loss, regardless 
of its size. This is in contrast to the 
excess plan, whereunder the reinsurer’s 





Casualty reinsurance has come 
into its own within a compara- 
tively short range of years and 
its operations have not been as 
standardized as in fire reinsur- 


ance. There appears to be 
emerging, however, a definite 
tendency towards the treaty 


form, as replacing much of the 
facultative business which 
abounded in recent years, and 
there also appears to be a ten- 
dency towards greater recogni- 
tion of the strictly reinsurance 
office, favoring it instead of the 
direct office, through inter-com- 
pany arrangements. These ten- 
dencies, as well as a comprehen- 
sive picture of the entire busi- 
ness are presented in this article 
by W. W. Greene, comptroller 
of the General Reinsurance, 
which deals chiefly with some of 
the motives underlying casualty 
reinsurance. Mr. Greene is well 
known among casualty reinsur- 
ance men and has contributed 
much to the business, notably an 
article or treatise not long ago 
which showed clearly the re- 








markable growth of the business in the past decade or two. v 
this article, based on a close study of the business and actual available 
statistics, are of value and importance. 








w. W. 


GREENE 
Comptroller General Reinsurance 


His views in 








increase. In the liability field, there- 
fore, it is both desirable and practicable 
to effect shock loss protection on the 
basis of excess reinsurance. 


Practice in Different 
Casualty Lines 


Under the excess plan, the direct car- 
rier retains the full amount of each and 
every loss up to, but not exceeding, a 
stated amount. For example, the ced- 
ing company may retain for its own ac- 
count that portion of each policy which 
does not exceed the so-called standard 
limits of $5,000/$10,000. In such a case, 
the reinsurer is responsible only for that 
portion of any loss in excess of $5,000 
per person, or $10,000 per accident. Re- 
insurance of this type not only protects 
the ceding company against the occa- 
sional very large loss, but also affords 
relief should its experience, as is more 
than likely in these days of increasingly 
heavy verdicts, develop a_ substantial 
number of accidents costing between 
$15,000 and $50,000. 

The principle of excess reinsurance 
generally prevails wherever, as in the 
helds ot public liability and property 
damage, a loss for the face of the policy 
is relatively exceptional, and the rating 
structure recognizes the excess prin- 
ciple. Surplus share reinsurance, on 
the other hand, preponderates in such 
fields as accident and health, and surety, 





interest is confined to losses exceeding 
the company’s limit. As an example of 
surplus share reinsurance—a company 
may retain the full amount of each acci- 
dent policy up to $7,500 principal sum 
and $25 weekly indemnity, and reinsure 
that portion of any policy in surplus of 
these amounts. On a $22,500-$75 policy, 
the reinsurer would be liable for two- 
thirds of each and every loss, and would 
consequently be entitled to two-thirds 
of the entire premium for the policy. It 
should be added that the reinsurer 
would allow the direct carrier a “ceding 
commission,” intended to cover the re- 
insurer’s share of the acquisition and 
overhead expenses of the originating 
company. 


Protection Against 
Adverse Loss Ratio 


It has already been intimated that 
protection against shock loss is not the 
only legitimate motive for effecting re- 
insurance. There are times when with 
entire propriety even a well-established 
company may seek reinsurance to pro- 
tect itself against the possibility of an 
adverse loss ratio. This is particularly 
true when developments in the indus- 
trial or commercial fields require new 
forms of coverage to be launched. 

Current developments in connection 
with aircraft constitute a case in point. 
Every reasonable effort is doubtless 


being made by direct carriers to select 
business carefully and to establish safe 
and workable underwriting rules and 
rating plans. The fact remains that, re- 
gardiess ot these efforts, all the instru- 
ments of the business are new and un- 
tried. Lack of the experience which is 
available as a guide in case of the older 
forms of insurance subjects the carrier 
to an unavoidable element of specula- 
tion. In such a situation it is a matter 
of ordinary business prudence not only 
to obtain adequate shock loss protec- 
tion, but also to “hedge” against the 
uncertainties of an unpredictable loss 
ratio. The direct carrier, therefore, usu- 
ally asks a reinsurer to share the pri- 
mary risk, which, in a more established 
field of underwriting, the ceding com- 
pany would retain altogether for itself. 

Rapidly growing companies frequently 
seek “straight share” reinsurance, i.e., 
reinsurance covering a stated fraction of 
what otherwise would be the company’s 
retentions, after due provision has been 
made for shock loss protection. The 
desire to avoid part of the drain upon 
surplus occasioned by mounting reserves 
is frequently the governing motive of 
the direct carrier in soliciting arrange- 
ments of this kind. Before becoming a 
party to a contract of this type, the re- 
insurer should be satisfied that the ced- 
ing company’s personnel is adequate, 
and that its financial interest in the 
underwriting results is not only equiva- 
lent to that of the reinsurer, but also 
substantial as compared with the com- 
pany’s own worth. The primary carrier 
should not be in a position to afford 
volume at the expense of good under- 
writing. Generally speaking, straight 
share reinsurance is legitimate only as a 
temporary measure. 


Not Always Matter 
of Entire Good Faith 


_So far we have confined our discus- 
sion to reinsurance effected in entire 
good faith. Unfortunately, there have 
been, and still may be, cases where the 
reinsurer is playing with loaded dice. 
Established companies have been 
known to “hog” the good business and 
to reinsure the bad risks to the hilt. In 
some cascs companies have reinsured 
down to the ground, with the apparent 
intention of building volume at the ex- 
pense of their reinsurers, and subse- 
quently increasing their retentions, after 
the bad business has been weeded out. 
It goes without saying that in the sit- 
uation last named, the reinsurer seldom 
has been deserving of sympathy. 

In its early stages, casualty reinsur- 
ance copied its methods to a great ex- 
tent from fire reinsurance, a field in 
which considerable latitude was allowed 
to the ceding company as to what risks 
should be reinsured, and to what extent. 
Casualty reinsurers doubtless over- 
looked the fact that in their own field, 
underwriters had had no opportunity to 


realize, through actual experience, the 
futility of “burning up” the reinsurance 
market. Conscious selection against 


the reinsurer was frequently condoned, 
and in some case it was even encour- 
aged by reinsurance officials, whether 
through guilelessness, or because of an 
undue interest in volume. 

To discriminate intentionally against 
reinsurers is now generally regarded as 
discreditable to an underwriter and to 
his company. The carrier selecting 
against the reinsurer finds itself before 
long obliged to recapture its market at 
the reinsurer’s terms. 

This change of viewpoint may ac- 
count for the increasing vogue of the 
“fixed treaty,” so-called. Whereas for- 
merly in such lines as bonding and burg- 
lary it was practically universal for 

(CONTINUED ON PAGE 22) 
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eet Growth Versus Reinsurance 

Summary of Most Important Present Day Problem in 

Fire Reinsurance Is Given by Keen Home Office Official 
Fire reinsurance treaties and _ fire By THOMAS B. DONALDSON um ae uae eee 2 


fleets is a subject that embraces every- 
thing in the fire insurance business from 
very origin of the’ stock carrier in 59 
B. C., or earlier. Whether or not strictly 
reinsurance companies will answer at 
roll call in the future is a question. i 
am quite sure many ot them will. If 
you ask me if the “fleets” will all an- 
swer at roll call in the future, I say 
“many of them will.” Asa matter of fact, 
after briefly discussing “fleets with one or 
two officials of fleets—rather newly born 
or recently enlarged fleets—I found that 
they knew as little about fleets as 

knew and whatever air of mystery they 
essayed to assume was pure buncombe. 
In another instance I found that a well 
known fleet proceeded on the very sane, 
and enduring policy, of not interferring 
in any way with the respective units in 
the fleet. In other words, the personnel 
was neither nerve ragged nor soul per- 
g if the sword of Go- 


plexed wonderin ° 
liath, in hands of “the bankers” (the 
hobgoblins — but very much 


modern : 
maligned, as a fact) were slating every- 
body, including the ’phone operator, for 
oblivion. 

Banking is not supposed to be human. 
That’s a mistake. Insurance can never 
be anything else but human, though some 
insurance men, and some bankers, may 
be of the deadly impersonal type. 

Human nature does not change. 
Times change. In the past 20 years the 
frazzled, distant ends of the world have 
been brought into our homes via radio 
or slap-bang on our roofs via airships. 
Insurance is as voluble as anything else. 
The fleets are an emanation—and for so 
many reasons I'd hesitate to try to list 


them. 


No Profit in 

Fleet Reinsurance 

The presence of fleets—those which 
were the first of the fleets in America 
—or the growth of our large independent 
companies, meant one thing to reimsur- 
ance companies, and that was that there 
was never any profit in a treaty with a 
fleet or a large independent company. 
Consequently there were no relations be- 
tween them save in some limited lines or 
special pools. 


As a matter of fact, the amount of 
capital and surplus paid in to all our 
American reinsurance companies has 


never been an amount to call for com- 
ment other than to its relatively mod- 
est amount. Ten years ago, yes, even 
up to five years ago, universal agreement 
was that there was no profit in the re- 
insurance business; that profit, if at all, 
meant investment profit—if the market 
behaved itself. There was no encour- 
agement for banking interests, or pri- 
vate funds, so far as reinsurance was 
concerned. I am referring solely to the 
old time reinsurance treaty companies; 
reinsurance known as pro rata or ex- 
cess of the one, two, three or more “line” 
I am not referring to quota 
share, or facultative, or pure excess 
(where the direct writing company 
stands the first shock and thereafter the 
reinsurer contributes) or special forms 
of reinsurance cover. 


Short Profit Period 
Surprised Reinsurers 


variety. 


The dull dreary years after 1919 up to 
1927 rather proved that reinsurers could 
make no money, but in the past three 
years somebody—maybe Providence— 
erred and reinsurers blinked their eves 
when annual figures showed most com- 
forting results. Of course, man is never 
allowed to remain happy very long, and 
recently out of the blue a lot of hap- 
penings came. Perhaps—it is my view 
of it if no one else’s—the salient thing 


Vice-president Eagle Fire of New Jersey 


was the turmoil in the producing field, 
but not the result of actions of the pro- 
ducing field itself. When direct writing 
companies pursued the even tenor of 
their ways a modest annual increment in 
premiums was the expected thing, and it 


happened. Suddenly the established 
home offices became aware of actual or 
portending premium volume decrease. 


So far as I can see the advent of newly 
born companies had much to do with 
this, an encroachment on the field of 
old timers, and mostly by reason of 
more liberal commissions paid. Again, 
America has been going through a tre- 
mendous house cleaning in the last 30 


tion by which the direct writing com- 
pany avails of an undisclosed partner 
to grant, in one policy, more cover than 
the direct writer cares, alone, to give. 
But, its real use is in times of severe 
catastrophe. It is an axiom that a re- 
insurer must be managed economically 
and it is accepted that in a span of at 
least five years a reinsurer is not going 
to grow rich on underwriting. By no 
means. No one knows when a catas- 
trophe or repetitions may come and the 
“fat” years for a reinsurer should be re- 
enforcement for the lean year, or day or 
month, which is very apt to come. Home 
offices which expect from reinsurers in- 





Without question, the growth 
of fleet operations in the fire in- 
surance business in America is 
the most important development 
and problem in fire reinsurance 
today. The past few years has 
seen the aggregation of com- 
panies into operating fleets of 
such size that many have discon- 
tinued the use of outside reinsur- 
ance facilities. Whether this con- 
dition will continue into the fu- 
ture or will expand or will grad- 
ually disappear is problematical, 
but it is very definitely a prob- 
lem at present. Thomas B. Don- 
aldson, vice-president of the 
Eagle Fire of Newark, N. J., 
has reviewed the fire reinsur- 
ance situation in America with 
particular reference to this ques- 
tion of fleet operations in this 
article. This is a delicate sub- 
ject for consideration by any- 
one, but Mr. Donaldson has 
handled it with his customary 
diplomacy. Mr. Donaldson is a 
widely known figure, having 
made a national reputation for 
himself as insurance commis- 
sioner of Pennsylvania. 








He stepped from that office into re-insurance 
officialdom and is there taking first rank as an able re-insurance man. 





DONALDSON 
Vice-President, Eagle Fire of 
New Jersey 


THOMAS B. 








years. I mean, legitimate fires while 
actually causing immediate heavy losses, 
prospectively gave us fire resistant cen- 
ters instead of hazards which would 
have fallen down, in their decrepitude, 
had not fires wiped them out. 


Many Considerations 
in Measuring Cost 


The average rate has fallen far in 
20 years and the premium volume has 
fallen, yet the established companies 
must be fed and a very large number of 
newly borns. One has but to scan the 
new buildings in all our centers to see 
the remarkable advance in fire resistant 
structures. One naturally concludes that 
this means a marked decrease in loss ra- 
tios. That should be true, but the other 
side of the picture is the very rapid ad- 
vance in acquisition cost. The Pacific 
Coast recently underwent a change and 
the direct writers face a commissions 


increase of almost 4 percent. The re- 
insurers, of course, began to face a 
request for increase of commissions. 


When costs go up they go up all along 
the line. 


Reinsurer Is Rear 
Line of Defense 


A strictly reinsurer is really the rear 
line of defense in event of fire conflagra- 
tion. That is a reinsurer’s origin. The 
reinsurer may be considered, and is, 
from day to day a convenience corpora- 


creasing rates of commissions must bear 
in mind—and most of them do—that one 
or two profitable years with a reinsurer 
cannot be the test. In fact, a seven 
year “swing” and preferably ten years, 
would be a fairer basis for considering 
underwriting (as distinct from invest- 
ment) results. 


Always Reinsurance, 

Despite the Fleets 

Despite the presence of fleets there 
will always be, in my opinion, reinsur- 
ance and worth while reinsurance to 
“give off.” Conservative underwriting 
will always prevail and where a large 
line is taken—modern America now of- 
fers a long list of large risks, from coast 
to coast—and a fleet “fills” all of its 
units, to the agreed limit, treaty pools 
or facultative (individually selected 
risks) business is available for reinsur- 
ers if they elect to remain strictly re- 
insurers. Or, some of it is available 
for direct writing companies. In fact, 
there is, today, a bit more “swapping” 
of lines between direct writing com- 
panies because of the stagnation, per 
company, of premium volume, for the 
established companies (whatever the 
factor the new companies are in that 
channel). If has caused them to re- 
sort to “swapping” in an attempt to 
bolster up premium income. This is 
especially true where the “A” company 
usually gave to the “B” company and 


a bit into treaty business. 


Considers Tendency 
to Facultative Form 


Reinsurers have of late been invited 
to write generously of facultative busj- 
ness, and some are sucessfully doing so 
in conjunction with treaty business 
Whatever objection one could vision up 
is not actual. I mean, objection by the 
direct writer toward the treaty company 
that a treaty company should not aj. 
ford facilities (facultative) to a com- 
petitor of the direct writing company 
It doesn’t work out that way in prac- 
tice. From the reinsurer’s standpoint 
facultative business offers direct and 
stringent control on the underwriting 
and it prevents overlapping or heaping. 
up of liability. It would appear to me 
that the solvency of a reinsurer, it 
times of stress, is in prospect well cared 
for by a mixture, in its aceptances, oj 
treaty and facultative business. There js 
spread and real underwriting. Treaties 
are a most convenient arrangement save 
where, perhaps, a general agent, remote 
from the home office, and where reinsur- 
ances are reported by him to the home 
office and then to the reinsurer, wants 
quicker service. If he can avail of 
facultative cover, near at hand, he saves 
time, costs and the worries of indecision 


Suggestidns as to 
Handling Reinsurance 


Treaty relations with direct writers 
have always been on a plane of mutual 
trust and confidential relations. Where 
a reinsurance company has a facultative 
department the same atmosphere of con- 
fidence with all direct writers cannot but 
prevail because the producer of the busi- 
ness—the agent or broker controlling 
the cover—is not of the slightest inter- 
est to the reinsurer. On the other hand 
there have been some annoying attempts 
to “switch” business when facultative 
cover was interchanged between offices 
interested in direct production. 

For some reason—possibly an entire 
want of knowledge of how to write it 
and a disinclination to learn—what | 
term “pure excess” in fire reinsurance 
is On a par with Paris styles. One has 
to buy abroad to get it. I mean, oi 
course, cover where the “A” company 
stand the first loss of $100,000 and the 
excess cover pays the next $250,000 in 
total or nine-tenths, or whatever por- 
tion of the first pure excess, the direct 
writer contributing, by the latter ar- 
rangement, a part of the excess so that 
the whole shock will not devolve upot 
the reinsurer. 


Examples of Certain 
Type of Writing 


Some few covers of this sort have 
heen written in the past by direct Amer 
ican writers. I know of one instanct 
where a very large profit was made }} 
the reinsuring (direct writing) compan! 
but they abandoned the line and the 
only explanation was that the direct 
writing company “had no feeling for this 
sort of cover.” It savored of a gamble 
I presume. I refer to all this becaus 
I am sure that if any of our preset 
stirctly reinsurers would devote its 2 
tivities solely to this pure excess th 
results would be annually profitable. 

Except in very limited special covet 
I know of no American reinsurer whic! 
has even attempted the writing of put 
excess, and this entirely out of regat 
for its treaty connections. The first sc 
of this pure excess plan would sugge* 
that tremendous liability is heaped & 
The individuals who underwrite th 
type of cover tell me that nothing cow! 

(CONTINUED ON PAGE 24) 
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Side-lines Are Building for Future 


Become Growing Factor—Accessory Coverages Make Up for 


Marine 


Side-line business is one of the grow- ferred business among direct offices and surers usually get the worst class of 
ing factors in reinsurance in this coun- they did not wish to share the pre- business in the early stages—but last 
try and is rapidly developing, aiding in miums. Now, however, in the face of year the auto premium total of $819,915 
the increases that reinsurance offices are successive disaster years, the reinsur- showed losses of less than 50 percent, 


able to show in income in recent years. 
Fire companies have practically lost 
marine business in this country, the bulk 
of that goimg on inter-company agree- 
ment or to foreign offices. To replace 
this loss, however—which is not much 
of a loss considering the disastrous ma- 
rine experience of recent years—they 
have developed some of the side lines to 
an important position in recent years. 
More than one office now reports nearly 
25 percent of its premium income from 


losses 


of 


ers are favored with an ever increasing 
total of tornado premiums. 
this that many reinsurers see danger in 
this side-line and would prefer a rein- 
surance pool for the business, 
nothing has been accomplished towards 
effecting this. 
miums in 1928 bulked to $2,122,317, 


So true i 


some $396,000. Hail was next, 


s miums of $663,999 and losses 


with pre- 
of $402,- 


554—unfortunate as was the general ex- 


perience on hail business last year. 

though Earthquake, sprinkler leakage and riot 

insurance each had about $200,000 in re- 

Tornado reinsurance pre- insurance premiums last year, losses on 
with these lines being negligible, and mis- 

his was only cellaneous premiums bulked to slightly 


$1,083,243. T 
about 3 percent of aggregate premiums, 
but that is a sizeable department. 


Motor Vehicle 


over $1,000,000, with a 60 per 
ratio. The latter item inclu 
marine is still written, 


cent loss 
les what 


the aviation pre- 


lines, 
yremiums 


reinsurers 


which 
t of their 


side-line business and these new lines : : miums that began to appear in the re- 
are but started in cultivation. Growing in Importance ports last year and aan casual 
Tornado Is Leader _ Motor vehicle premiums are second in such as flood and rain. Total 5 
In Side-Lines importance and in this department there on fire side-lines among the 
is also a tendency towards increasing amounted to about $5,500,000, 
The most important side-line is tor- importance. As most companies have to was slightly less than 10 percen 
nado insurance. A few years ago, little be taught the importance of reinsurance aggregate premiums. 


of this went to reinsurers, as it was pre- 


through 


disastrous 


experience, 


rein 


- In the casualty field, 
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Premiums Companies Have Lost—Total 25 Percent 


can 
they 
casualty 


of 
side 


coverage 
lines, 


classes 
called 
their entity the 
these lines were once infant 
ments and thus are basically s 
From the figures below, the im 
of some of the casualty 
readily notably automo 
bility. 
recent years, now bulking up t 
30 percent of the total premiun 
of the casualty reinsurers. 
able loss experience on 
been a factor in reducing the a 
loss ratio for casualty 
thus its importance cannot | 
emphasized. 


Figures for 1928 on Fire 
and Casualty Side-Lines 


The figures for firs 
ualty side-lines are given as fol 
all companies operating in this 
as strictly reinsurance offices: 


as cons 


seen, 


1928 on 
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Facilities a Direct Company ‘Needs 


Size of Reinsurance Arrangements Essential to Fire 


Companies Reviewed by Keen Analyst of Business 


My memory goes back quite a number 
of years ago to an eastern fire insurance 
company, small if itself, but affiliated 
with a very fine casualty office. The fire 
company accordingly had a good agency 
net and operated in at least tweive 
states, with a claim on a_ substantial 
volume of good business. 
the picture, the assets amounted to ap- 
proximately $1,000,000. This company 
arranged its reinsurance by way of a 
nine limit first surplus pool. This meant 
that it could write ten times its net re- 
tention and all surplus amounts exceed- 
ing such net retention would be divided 
equally among nine limits first surplus. 


Early Lesson In 
Feasibility of System 


Being in those days an ambitious 
young reinsurance broker, I tried to 
place a part of these nine limits, taking 
it to a man who then was the chief un- 
derwriter of an important company and 
who since has acquired national reputa- 





JAMES GIBBS 
President, Excess 


tion as the head of a very prominent 
fire company group. He gave me two 
minutes (all I needed) to explain my 


proposition, and replied: “This company 
doesn't need nine limits reinsurance any 
more than a cat needs nine tails.” 

For a good while this gave me much 
food for thought, and to this day it 
serves as a memento. Here we had a 
small office but getting big lines. Why 
should it not have facilities to reinsure 
it? Certainly it should. The fault lay in 
the system adopted. : 


“Nine Limits” Described 
and Application Studied 


Nine limits first surplus means, as 
explained, that each amount exceeding 
the net retention is divided into nine 
equal parts, and each limit of reinsur- 
ance gets one-ninth. From a reinsurer’s 
standpoint this is objectionable because 
his chances to obtain a full line on any 
risk (meaning an amount equal to the 
net retention) is much smaller than if 
the surplus were divided in say four 
parts only. A reinsurer’s business under 
such a treaty consists of a great many 
small cessions (often a few hundred dol- 
lars only). as after all the ceding office 
rarely can get ten times its net line on 
a risk. Its net line may be $1,000, and its 
gross line $5,000. Then each reinsurance 
limit gets one-ninth of $4,000, or about 
$440. Once in a while, however, the 
ceding company obtains ten times its 


To complete’ 


By 


H. ERNEST FEER 


Secretary Guardian Fire of New York 


net, though it is likely to be on a spe- 
cial hazard. It then cedes under each 
reinsurance limit the full amount, with 
the result that the reinsurer now has 
on one risk a cession greatly exceeding 
in size the others. 


Not Conducive to 
the Best Underwriting 


From the ceding company’s standpoint 
the situation is not really satisfactory 
either. Firstly, it has treaties that are 
fraught with the danger of isolated 
heavy losses and if these happen (the 
premium income under the treaty being 
small) the treaty might be cancelled. 
The ceding company’s entire reinsurance 
arrangements are unstable. 

Further, a treaty arrangement like 
this has other drawbacks. Its ready 
facilities encourage a company to write 
heavy gross lines, not only on good 
business (where it is justified) but also 
on less attractive lines, down to accom- 
modation business. Reinsurance that is 
too ample weakens a company’s resist- 
ance towards brokers and agénts, when 
they press for facilities on poorer classes. 


reinsurance is ceded outside of the group 
is in nearly all cases handled faculta- 
tively. 

Foreign admitted companies have in 
nearly all cases a first surplus pool of 
three to five limits, followed either by a 
second surplus, or by facultative arrange- 
ments with other direct offices, for ex- 
change of reinsurance. One company’s 
reinsurance is reported to consist of a 
first surplus of one limit only, with a 
second surplus of two limits, but this is 
rather the exception proving the rule. 


Uses of Reinsurance 
In Various Groups 


Group 3 either arranges its reinsur- 
ance in the same way as the foreign 
admitted offices, that is, by a three to 
five limit first surplus, or they use in- 
ter-reinsurance bureaus like the Clearing 
House, the American Reinsurance Ex- 
change, etc. Sometimes they have a sec- 
ond or third surplus treaty following their 
cessions to those bureaus. The impor- 
tant point at any rate seems that also for 
this group the ordinary obligatory facili- 
ties, taking care of the great masses of 





entering the home office ranks. 


groups and discussing each separately. 








H. Ernest Feer, secretary of the Guardian Fire of New York, is one of 
the keenest analysts of reinsurance in this country, his treatise on the system 
of treaty reinsurance in fire insurance a few years ago winning the Sterling 
Offices 1925 prize and standing to this day as the most comprehensive and 
authoritative discussion of the subject on the printed page. 
broad reinsurance background, having been eminent as a broker prior to 
In this article he answers the question, 
“How much reinsurance does a direct fire company need?” which is before 
every fire underwriter at some time or other in the process of completing 
his plans of operation. He considers the matter as specifically applied to each 
class of company, large or small, new or old, grouping them into six definite 


Mr. Feer has a 








The temptation is: “Well, let us take 
it and reinsure it.” Accommodation and 
small retention business is never a boon 
to a company whether retained or rein- 
sured. This of course is a general state- 
ment and open to many exceptions, but 
generally speaking, the profit is on high 
retention business. A company should 
have every inducement to keep away 
from the other. 

To return to our company: The solu- 
tion for its need of reinsurance would 
more exactly have been a three or four 
limit first surplus. This would have 
amply sufficed for the ordinary run of 
business. Then, to take care of large 
lines on good risks, let a second surplus 
of two limits follow, or let the company 
simply reinsure facultatively in the mar- 
ket. That latter course has the advan- 
tage of calling for other business to be 
obtained in exchange. 


Varying Classes of 
Companies Shown 


If this be a satisfactory arrangement 
for a company as described (small but 
well supported) what of other offices? 
The direct fire insurance companies may 
a be classified as follows: 

. The very large American groups. 

The foreign admitted offices. 

The medium sized American com- 
panies writing $2,000,000 to $6,000,000 in 
premiums. 

The well established smaller Amer- 
ican companies writing $500,000 to $2,- 
000,000 in premiums. 

The large new companies. 

The small new companies. 

Each class necessarily has its own ap- 
proach to reinsurance. 

The very large group is essentially a 
self-centered and complete unit. What 


risks, provide for three to four times 
the net retention only and these are 
companies writing each several millions 
in premiums. 


Exchange of Reinsurance 
Survives in Many Cases 


Group 4, the old, well established com- 
pany with around $1,000,000 premiums, 
as often found in the middle west, solves 
its reinsurance problem somewhat dif- 
ferently. Originally these companies 
would write in one or two states only. 
They were removed from the big east- 
ern centers with their reinsurance com- 
panies. As and when reinsurance was 
needed, they would apply to an office 
similar*to theirs in a neighboring city or 


state. -An exchange of reinsurance would 
result, having the advantage of giving 
both companies access to a new terri- 
tory. Although most of these companies 


have since started to operate directly in 
many more states than formerly, a great 
many of the old reciprocal reinsurance 
arrangements have survived. Some may 
be twenty to thirty years old. The com- 


panies are known ‘by this method to 
have available facilities for ten or more 
limits, but a close study again reveals 


that the treaties used for current needs 
are seldom for more than three or four 
limits. It may be added that these re- 
ciprocal contracts are rarely obligatory. 
They generally allow the reinsurer to 
decline individual risks. 


Large New Company’s 
Case Is Considered 


The large new company’s need for 
facilities must of course be gauged by 
each. If the action taken by the older 
offices serves as an example, the new 
company may arrange a first surplus 


pool of three to four limits, with faculta- 
ies reinsurance facilities for large r sks 
Or the company may utilize excess loss 
covers, as, by the way, is still done by 
some of the older offices. These covers 
take the place of participating reinsur- 
ance contracts. Irrespective of the 
method used, doubt exists whether the 
normal requirements of a new large 
company call for more than three t 
five limits reinsurance on the general 
run of risks. As a matter of fact, new 
companies being exposed to greater 
pressure for writing ordinary and ac- 
commodation risks, the absence of too 
many reinsurance facilities will give 
them a useful argument against agents. 
For good business, no matter how large, 
ready reinsurers on a facultative 
can always be found. 


] ass 
Small New Company 


Has Different Problem 


There remains the small new com- 
pany. Its home office today is mostly 





RICHARD LORD 
President, Inter-Ocean Reinsurance 
west of the Alleghenies and in the south 
When it is the creation of a large get 


eral agency firm, which represents large 
(eastern) companies, the genera! agem 
usually places the reinsurance wit these 


large offices. Whether he arranges 10 
a three or a ten limit contract 1s % 
little importance. The eastern compat} 
will generally look at this reinsurance 
as a part of the agent’s total business 
and will underwrite it accordingly. The 


general agent will hardly be tempted 
write larger accommodation lines 
reason of having this new compally. His 
proprietary interest in it tends to dis 
courage any loose underwriting practic 


Small Another Angle 
of Problem Presented 


There is finally the small new com 
pany organized by outside fina vial in 
terests, or by commercial houses, 

instance, cotton firms. The managet ” 
the company may own some stock 1% 
but his position is mainiy a sal: 
The company’s net line being n 





low, every tendency exists to « 
insurance facilities as large as | pssini 
The ten limit first surplus poo! !00K> 
the company as the ideal solution, >™ 
this brings our discussion back to ™ 





7e Cat 


starting point and the simile of t 
with nine tails applies. 
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Premium Reserve .............eee08 $4,288, 986.65 
Reserve for Unpaid Losses. ........... 797,758.33 
| All Other Liabilities ............... 400,000.00 
CAPITAL STOCK ...... $1,000,000.00 
| NET SURPLUS ........ 3,438,616.15  4,438,616.15 
TOTAL AMUETS........6......;: $9,925,361.13 
( SURPLUS TO POLICYHOLDERS..... $4,438,616.15 
Ml 
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y SUMNER BALLARD 
N President 
80 JOHN STREET, NEW YORK 
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United States Branch 

Y 
| ' 
Statement as of January 1, 1929 | 

Premium Reserve ............+ee.e008. $ 984,726.38 | 
) Reserve for Unpaid Losses............. 180,739.23 . 
| All Other Liabilities ............00.. 60,000.00 
NET SURPLUS............0-005. 1,002,131.75 

TOTAL ASSETS. ..........5.. $2,227,597.36 : 
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The Ethics of Life Reinsurance 


Fine Spirit Between Ceding and Reinsuring Offices Shown 
by Official of Company Doing Large Reinsurance Business 


Thirty years ago if a company wished 
to issue more than its retention it of- 
fered the excess to a neighboring com- 
pany. If the neighbors accepted the risk 
at all, it did so as a favor to the origi- 
nal company and expected that in turn 
the original company would take over 
part of its large risks. 

In 1903, one or two German companies 
entered this country for the express pur- 
pose of accepting reinsurance. They in- 


troduced a new principle, “automatic” 
coverage. If the original company clas- 
sified the risk as standard, it had the 
right to bind the reinsurer for an 


amount equal to its own retention. In 
applying the automatic principle, it was 
generally held that the original company 
was always right and that the reinsurer 
must not even ask any question. 


New Problems Have 
Now Been Encountered 


During the World War the German 
companies age pee accepting rein- 
surance. For a few years this country 
lacked adequate reinsurance outlets. 

During the last 10 years, however, sev- 





JOHN M. LAIRD 
Vice-President, Connecticut General Life 


eral companies have been openly bidding 
for reinsurance. Liberal contracts have 
been made and the limits of automatic 
acceptance have been extended. 

For several years the general mcrtality 
on insurance lives was favorable and 
naturally companies thought that by ac- 
cepting reinsurance they would increase 
their profits. 

In the last year or two, the situation 
has again changed. The mortality on 
policies large enough to be reinsured has 
been distinctly higher and both the 
original company and the reinsurer have 
lost money on this business. This has 
led various companies to consider what 
changes, if any, should be made in 
handling Jarge risks. 


Reinsurer Has 
Broad View of Conditions 


“automatic” cases the reinsurer 
must accept the verdict or the original 
company. Under “facultative’’ business 
it may accept, rate up, or reject accord- 
ing to its own underwriting judgment. 
Usually the treaty stipulates that certain 
business must be ceded “automatically” 
and the ‘Semglader may be offered “facul- 
tatively.” Some companies apply this 
contractual provision rigidily, If they 
have the right to bind the reinsurer, they 
invariably exercise this automatic iprivi- 
lege.. Other companies offer “faculta- 
tively” a large number of cases which 


Under 


By JOHN 


M. LAIRD 


Vice-president Connecticut General Life 


strictly speaking, be classified as 
“automatic.” Sometimes they do this 
out of consideration for the reinsurer, 
and at other times they like to get the 
opinion of the reinsuring company. 

Any reinsurer which is accepting 
business from a large number of repre- 
sentative companies has a cross-section 
of the underwriting standards of the 
country as a whole. It is in a position 
to know from first-hand information that 
one company is liberal on, say, over- 
weights, and another is strict on, say, 


could, 


An exchange of views is helpful to both 
parties and frequently saves both com- 
panies an unnecessary loss. 

The reinsuring company occasionally 
receives confidential information which 
must be handled with the utmost discre- 
tion. It usually has advance notice in 
regard to dividend schedules, new poli- 
cies, and commission changes. It in- 
variably knows what men are in the 
market for a large line of insurance and 
what action the various companies have 
taken. It is in a position to make up an 





play. 


and the promulgation of new ideas. 





Recognition of the reinsurance treaty as a “gentlemen’s agreement” is 
given by John M. Laird, vice-president and actuary of the Connecticut Gen- 
eral Life, as the keystone in the ethics of life reinsurance. 
out in this article that the solution for satisfactory operations is for both 
parties to the contract to interpret it in this spirit of good faith and fair 
Mr. Laird is known to all life underwriters and has been one of the 
most active in analytical and research work in connection with basic studies 


cently drew up the new standard disability code and has participated in 
countless other important life insurance studies. 


Mr. Laird points 


He was one of the group which re- 








heart impairments. In this respect, it 1s 
almost as well informed as the up-to- 
date broker! 


Basis for Measuring 
Underwriter’s Soundness 


Gradually more and more original 
companies are taking advantage of the 
information in the hands of the rein- 
surer. Frequently a client asks the re- 
insurer how his company’s underwriting 
compares with that of other companies. 


“insurance survey” even before the Re- 
tail Credit Company. 


Spirit of Confidence 
and Cooperation Credit 


The spirit of confidence and coopera- 
tion shown by both companies in han- 
dling these various confidential relations 
is a distinct credit to the life insurance 
business. 

The master contract between the two 
companies cover in detail all the princi- 








Disability Clause Not Y et 
Factor in Reinsurance 





Disability insurance, as written by life 
companies in conjunction with the life 
policy, is probably the most important 
phase of life underwriting today, caus- 
puzzlement and pointing to 


ing more 
more uncertain tendencies than any 
other single item in the business. But 


this is not of equal importance to the 
life reinsurance office, as it has not yet 
developed as an important side-line 
from a reinsurance angle. Proportion- 
ately there is very little disability rein- 
surance W ritten today for life companies. 
Some is written, in fact a sizeable total 
goes on the books of some reinsurance 
offices, but in the aggregate it is not an 
appreciable factor for reinsurance as yet. 


Future Cannot 
Now Be Measured 


Its future cannot be measured today. 
It may grow in importance—or it may, 
under the stabilizing force of standard- 
for reinsur- 


ization, vanish as an item 
ance. On the other hand, the very 
factor that may point to stability and 


thus total retention by the direct office, 
standardization, may point to a growth 
of reinsurance by reason of making 
accomplishment. 


a h more simple of 
loday, with every company operat- 
ing on a different basis insofar as 


concerned, 
a rein- 


its disability clause is 
it is difficult to entertain 
surance proposition, as most offices 
can measure this clause only in its in- 
dividual relationship. When all clauses 
are on the same basis and rates are 
more nearly standardized, as is now 
imminent, reinsurers may readily take 
on disability on somewhat of a stan- 


dard basis. This is a possibility which 
may or may not materialize during the 
next year and years. 


Two Views as to 
Need for Reinsurance 


The need for reinsurance on disability 
coverage is questioned by many, though 
others believe there is a hazard that 
might well be shared, just as the life 
hazard is shared by most offices. Some 
say that, if reasonable limits are main- 
tained, there is no reason why a direct 
office cannot undertake the disability 
coverage in its entirety, as it is a better 
measured hazard than is life insurance. 


On the other hand, the disastrous ex- 
perience in recent years under this 
clause, and the possibility of large 


losses extended over many years make 
many turn to the belief that this is a 
coverage that should lend itself very 
readily to reinsurance. 

The problems in connection with dis- 
ability would be no different with the 
reinsurer than with the direct office. 
This is a business that would reflect it- 
self the same in either office and thus is 
not a distinctly reinsurance problem, 
as is big risk underwriting. It is, as a 
matter of fact, only seen as a reinsur- 
ance problem when _ allied with that 
chief reinsurance problem, big risk un- 
derwriting, for there it is presented in 
precisely the same surroundings. Be- 
yond that, it is a current underwriting 
problem the same as is met in any direct 
office and as such will shortly be more 
scientifically handled, if the standard- 
ization efforts the country over come 
to fruition. 


pal questions but from time to time new 
situations arise not specifically covered. 
It is these unusual situations which test 
the calibre of the men in the original 
companies and in the reinsurers. Usually 
where there is a difference of opinion a 
satisfactory solution is found by a 
friendly exchange of views between the 
two companies. Occasionally the ques- 
tion is referred to one or three arbitra- 


tors and the dispute is settled, not ac- 
cording to law but according to a 
“gentlemen’s agreement.” A few ex- 


amples will illustrate the spirit in which 
these unforeseen problems are handled. 


Several Cases Cited 
To Show Good Spirit 


A few months ago a reinsurer paid 
$10,000, although its policy had been 
cancelled by the original company four 
years before death occurred. 

On the other hand, a client recently 
cancelled $55,000 of reinsurance on an 
undesirable risk, although technically it 
could have left most of this in force and 
thereby reduced its own liability. 

A few years ago the reinsurer sent a 
check to another company for the 
amount claimed but pointed out that a 
smaller amount would be more in node 
ing with the spirit of the agreement. 
The original company promptly said that 
the reinsurer’s position was right and 
forwarded a check for the difference. 

Under “coinsurance” the _ reinsurer 
guarantees the original company’s con- 
tract, including premiums, commissions, 
and dividends. In one case the original 
company is today paying an “extra” divi- 
dent due to unexpected profits which it 
received but which the reinsurer did not 
share. Technically it could collect this 
“extra” dividend from the reinsurers but 
it voluntarily agreed to collect only the 
regular dividend. 


Treaty Is Regarded 
As “Gentlemen’s Agreement” 


A few weeks ago the agent of one 
company wrote an application for 
$10,000 with a “binding receipt,” which 
put the insurance immediately in force 
provided the risk was acceptable at the 
date of the application. As the com- 
pany already held its full limit of reten- 
tion on this life, the $10,000 had to be 
submitted “facultatively” to reinsurers. 
Before the original company had a 
chance to send even a preliminary notice 
to the reinsuring companies, it heard 
that the applicant had been accidentally 
killed. It forthwith transmitted all 
papers and information to the reinsuring 
companies. Technically they were tree 
to accept or reject the risk and they 
knew that the man was already dead, 
but both companies immediately took 
the position that they must back up the 
original company. Each reinsurer ap- 
proved the risk and paid its share as a 
death loss. 

Practically all reinsurance 
now in force in this country are ' 
on mutual understanding and good will. 
Both the original company and the re- 
insurer recognize that, in the long run, 
their interests go hand in hand. The 
original company is interested in sccing 
that the reinsurer makes a profit com- 
mensurate with the service rendered. U0 
the other hand, the reinsurer must give 
complete coverage to the original com- 
pany under all conditions. Both com- 
panies must look upon the treaty as 4 
“gentlemen’s agreement,” to be ‘ute! 
preted in the spirit of good faith and 
fair play. 


contracts 
based 


Largest in the World 


The Nationa] Underwriter Company 
is the largest insurance publishing !ous¢ 
in the world. Besides its two weekly 
newspapers, it publishes valuable « 
tional and sales aids. 
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Some Legal Phases of Reinsurance 


Brief Summary of a Few Technicalities of Law to Be Met 
With in Ceding of Insurance Business in This Country 


Reinsurance is a quite indispensable 
part of the business of insurance under 
its modern development and of the 
various modes and plans in general use 
the two main subdivisions are, of course, 
treaty reinsurance with a reinsurance 
company and reinsurance of individual 
surplus lines or particular risks. 

The writer is, of course, prejudiced 
in favor of treaty reinsurance with a re- 
insurance company and may be forgiven, 
therefore, for suggesting that the ramifi- 
cations and intricacies of reinsurance 
contracts which have received the 
scrutiny of the courts have been, for the 
most part, those contracts which were 
reinsurances of particular or individual 
risks rather than the “treaty contract.” 
This suggestion is not the unqualified 
“puff” of treaty reinsurance which it 
at first appears, because there would nor- 
mally be many, many less treaties finding 
themselves before a court for adjudica- 
tion and interpretation than there would 
of the special reinsurance contracts. 


Treaties Founded on 
Honorable Undertaking 


The reason for this, of course, is not 
dificult to understand. Reinsurance 
company treaties are founded on an 
“honorable undertaking” basis and pro- 
vide, as a rule, that the reinsuring com- 
pany “follows the fortunes” of the rein- 
sured company. In addition an arbitra- 
tion clause is invariably a part of the 
treaty and these three factors have been 
able to solve almost all of the differences 
of opinion which have developed in the 
long established practice of treaty re- 
insurance. 

However, the “honorable engagement” 
‘basis, the “follow the fortunes” provi- 
sion and the arbitration clause have not 
always contained the magic to keep these 
contracts out of the courts; that would 
be expecting too much. It is unquestion- 
ably true, however, that the courts in in- 
terpreting reinsurance contracts and in 
deciding cases involving reinsurance, 
either principally or secondarily, have 
not found it necessary to invoke legal 
principles differing from those found in 
ordinary contracts nor differing from 
those found in insurance contracts gen- 
erally. 

Reinsurance, and particularly treaty 
reinsurance, has all the outward appear- 
ance of a partnership. In its legal as- 
pects, however, the reinsurance contract 
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Secretary, Rossia 


is not a partnership. Reinsurance con- 
tracts have occasionally been held to be 
contracts of surety also, but are not of 
that class either, nor are they contracts 
of guaranty. 

Reinsurance is a form of insurance sui 
generis and there is a very real distinc- 
tion between reinsurance and direct in- 
surance. Reinsurance may be defined as 
an insurance effected by an_ insurer 
against the liability previously assumed 
on a risk. It is a contract of indemnity 
against liability as distinguished from a 
contract of indemnity against damage. 
Under a contract of reinsurance the 
original insurer secures a total or partial 
indemnity against the liability assumed 
on one or more of the hazards originally 
covered. The reinsurance contract is en- 
tirely distinct from the original insur- 


the original insurance and the reinsurer 
is not liable to the insurer if the insurer 
is not liable to the original assured. The 
terms of the reinsurance contract will de- 
termine if the reinsurer is liable, as it 
often happens that the insurer does not 
effect reinsurance of all of the perils of 
the original insurance, and unless the loss 
occurs against which reinsurance indem- 
nity is obtained, obviously the reinsur- 
ance doesn’t come into operation. 


Situation of Mutual 

Reinsuring Business 

It is interesting to note that a mutual 
company reinsuring in another company 
organized under the same law and doing 
business on the same plan has been held 
to become a member of the reinsurer 
company and subject to pro rata liability 





This is a discussion which every 
surance office could profitably read, 
legal phases of reinsurance. 





It is not a detailed, technical discussion, but 
a simple, concise presentation of some of the important legal problems 
encountered in connection with the ceding of insurance business. 
reinsurers know their own legal needs, it is of special interest to the direct 
office, where reinsurance is often a somewhat mystifying essential, the de- 
tails of which must be confided to specialists and thus not even the legal 
responsibility of the two parties to the contract is known. T. B. McDer- 
mott, secretary of the Rossia, briefly sums up some of the basic consid- 
erations and opens the way to further study on the part of those inter- 
ested. There may be some surprising truths disclosed as to liability and 
responsibility and Mr. McDermott presents them in an interesting manner. 
He represents the largest fire reinsurance office in this country and has 
given much time to the study of the legal technicalities of his business. 


direct writing office and every rein- 
dealing as it does with some of the 


As most 








ance contract and there is no privity be- 
tween the original assured and the re- 
insurer. An exception to this last rule 
must be noted in those cases where the 
intention of the parties to a reinsurance 
contract is otherwise and where the rein- 
surance contract is made for the benefit 
of the reinsured’s policyholders. As the 
reinsurance contract is one of indemnity 
it follows that it cannot cover a greater 
risk than that covered by the original in- 
surance, because the insurer cannot pro- 
cure indemnity against a risk which it 
has not assumed. 


Weight of Authority 
Waives Need of Writing 


It has been held that a reinsurance 
contract not within the statute of 
frauds and is not an undertaking to pay 
the debts of another and thus need not 
be in writing. The weight of authority 
holds this view. However, there are a 
few cases which hold that reinsurance 
contracts are promises to answer for the 
debts of another and so are within the 
statute of frauds, but it would appear 
that this minority holding could not 
reach this conclusion if the “indemnity 
against liability” feature of the contract 
were kept in mind. 

The general principle that there must 
be an insurable interest in the party pro- 
curing the insurance in order to make 
valid a contract of insurance is equally 
applicable to the contract of reinsurance. 
The interest which the insurer has in the 
preservation of the property or thing in- 
sured constitutes an insurable interest 
and is sufficient to support a contract of 
reinsurance. The insurable interest 
which the insurer has need not exist at 
the time of the making of the contract of 
reinsurance, if the intention of the parties 
sO appears, but it must exist during the 
risk and at the time of loss. In the 
case of life reinsurance it appears that 
the insurable interest need not exist at 
the date of death. 

One of the fast rules governing rein- 
surance contracts is that the reinsurer 
is not liable for an amount in excess of 


is 


for assessments to pay losses while the 
reinsurance contract was in force. 

A great deal of attention has been di- 
rected to the situation which occurs when 
the insurer has become insolvent. The 
question arises—What amount must the 
reinsurer pay the insurer; must the re- 
insurer pay the full amount of the loss 
or only such amount as the insurer has 
settled for? 

There is no question about the deci- 
sions of the courts on this point. They 
have almost invariably held that the re- 
insurer must pay to the full amount of 
the reinsurance and this reasoning is 
based on the view that the measure of 
the reinsurer’s liability is not deter- 
mined by the amount which the insurer 
has paid on the loss but by the amount 
which the reinsurer was bound under its 
contract to pay upon the happening of 
the loss. 

It would seem to be agreeable to the 
principles of indemnity if, in such an 
event, the reinsurer should receive the 
benefit of any compromise which an in- 
solvent insurer were to effect with the 
assured, but the weight of authority, as 
stated, is otherwise. While the question 
is settled for the time being by the 
courts there is not the same unanimity 
of opinion among writers on the subject. 
The disinclination to accept the present 
viewpoint of the courts is based on the 
theory that indemnification and not profit 


should be the measure of recourse 
against the reinsurer. This theory seems 
founded on a substantial premise and 


it is not unlikely that, given a proper 
case, a new rule may be promulgated on 
this point. 


Contract Invalidated 
by Fraud or Mistake 


A contract of reinsurance, like other 
contracts, may be invalidated by fraud or 
mistake. Likewise fraudulent misrep- 
resentation as to the nature of the risk 
may void the contract of reinsurance. It 
is the duty of the insurer to make a full 
disclosure of all the facts material to the 
risk and a failure to do so will operate 


as in the case of the failure of the origin, 
assured to disclose all material facts 
the insurer. 

It has been repeatedly held that th 
law of abandonment does not apply be. 
tween reinsurer and reinsured on a cop. 
tract of marine reinsurance. In othe 
words, the reinsurer is not liable to th 
insurer for a total loss for what migh 
have been a constructive total loss hag 
the original assured abandoned to the 
insurer. Thus where the originé al as. 
sured has abandoned to the insurer ané 
claimed a total loss, the insurer cannot 
claim a total loss from the reinsurer j 
the loss was constructively not total, b 
must give the reinsurer whatever credit 
accrued from the realization of salvage 


Subrogation Rights 
Same as for Insurer 
The reinsurer is entitled to be subro. 

gated to whatever rights the insurer has 

on payment of a loss in the same man- 
ner as the insurer is entitled to be sub- 
rogated to the rights of the assured 

Similarly where there are two or mor 

reinsurers on the same risk and one pays 

the loss, that one may call on the other 
reinsurer for contribution. 

As compared to insurance contracts 
generally reinsurance contracts are ver 
much less frequently the subject of court 
actions. Some day we may arrive at the 
phenomenal period when _ reinsurance 
contracts will no longer find their way 
into court, but until that time the fore. 
going principles, we believe, will govern 


Carl Schreiner a Veteran 
in the Reinsurance Rank: 


Carl F. Schreiner, president of the 
Pilot Fire Reinsurance and one of the 
veterans among the reinsurance ranks 
has been the leader in the movement t 
stabilize tornado reinsurance. For 3 
long time he strenuously campaigned 
for the creation of a tornado reinsur- 
ance pool, though unable to secure sui- 
ficient support to carry it through. He 
is a student of that branch of the bus: 
ness and his own experience, joined 
with the composite American experi 
ence which he gathered from the other 
companies, pointed to the need for som 
concerted action to ut that branch o 
the business on a sound basis—and he 
still holds that view. Mr. Schreiner h 
seen reinsurance grow from its very it 


fancy, having been engaged in it since 
1880, practically 50 years. He started 
with Munich Reinsurance in Ger- 
many and came to this country when 


the international expansion was wu! nder 
taken in the ’90s, becoming United 
States manager in 1898. 








Wemple Brothers Are 


Reinsurance Pioneers 


The brothers Wemple are 
among the pioneers of American 
reinsurance. They were the first 
Americans to engage in this new 
business and among the first in 
America. In 1898 the two, Horace 
and William Y., started in the fire 
reinsurance business with Amet- 
ican branches of foreign offices 
which were opened and the two 
have since been continuously 
the business. Horace Wemple 's 
now president of the Reinsurance 
of America and allied companies 
and William Y. Wemple is presi 
dent of the North Star and allied 
companies. 
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Big policies have been under suspi- 
cion for a long time. Many years ago 
it became quite plain that the rate of 
mortality accordipg to lives might be 
different from the rate of mortality ac- 
cording to policies.or amounts of insur- 
ance and .specific investigations were 
made from time to time in an effort to 
determine definitely what the difference 
was between the death rate amongst 
large policyholders and the death rate 
amongst persons who insured for only 
average amounts. Unquestionably the 
weight of the evidence brought out by 
these various investigations indicated 
that the death rate amongst the large 
insurers was heavier than the average 
but there still seems to be considerable 
doubt as to what this difference actually 
is. 


Size Is Not Basic 
Factor in Hazard 


Personally I do not believe that it is 
any more correct to say that just be- 
cause a man applies for a very large 
policy he is a bad risk, than it is to say 
that every individual who applies for a 
policy of average amount is an average 
risk. It is hard for me to believe that 
just because a man is very wealthy and 
applies for a large policy he is any worse 
risk than the average man who for one 
reason or another begins to realize that 
he has responsibilities which should be 
more adequately protected by life insur- 
ance. 

There are unquestionably perfectly 
good reasons in many cases for the large 
insurances which have been effected dur- 
ing the past ten years or so. Originally 
the reasons undoubtedly were the pro- 
tection of lenders upon life interests and 
upon expectancies whose security disap- 
peared in the event of the borrowers’ 
death before the death of other persons 
or the expiry of a limited period. 


Is Field of Very 
Large Development 


The position changed with increasing 
taxes and the imposition of heavy death 
duties; the need for protection of an 
estate the holder of which was engaged 
in active business and perhaps in spec- 
ulative development requiring his per- 
sonal guidance over a long period of 
years; provision for paying out the inter- 
est of a deceasyl partner and preventing 
the liquidation of a successful business; 
protection of current liabilities of a more 
or less temporary nature taken care of 
perhaps by large floating indebtedness at 
the banks. Situations of this kind as 
business grew larger and more important 
became a frequent and entirely justifiable 
reason for large amounts of life insur- 
ance on the more important and wealthy 
members of the community. 

The life insurance companies them- 
selves, recognizing this new field of le- 
gitimate development, were not slow to 
take advantage of the opportunity it pre- 
sented and it is quite possible that some 
of the dangers of such large insurances 
were completely overlooked in their zeal 
in getting what they considered their 
fair share of this kind of business. Of 
course big commissions had something 
to do with the large increase in the 
numbers of big policies. 


Same Rules Applied 
to the Big Risks 


The companies almost universally ap- 
plied the same rules of medical selection 
to these large policies as they had devel- 
oped for the average applicant, reason- 
ing no doubt that one man physically 
was much the same as another whether 
he was possessed of great wealth or only 
moderate means and overlooking the fact 
which is now becoming so plain that as 
the amount of insurance applied for in- 
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By LAWRENCE M. CATHLES 


President North American Reassurance 


creases certain influences increase more 
than proportionately in importance. The 
numerical system of rating is not so re- 
liable a guide for big policies. It should 
still be used for the basic physical rating 
but is not entitled to the same weight in 
the final assessment of the risk when the 
amount involved is very large. 


Moral Hazard Is 
of First Importance 


It is perhaps true that the ordinary 
physical examination as conducted by a 
well-organized medical department is 
just as effective in 99 percent of the 
cases of large policies as it is for the 
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s in Life Underwriting 


Discussion of This Foremost Problem of the Day by 
the Chief of the Largest Life Reinsurance Company 


at a cost of over two million dollars : 
various life insurance companies? It 
quite extraordinary how often suicié 
takes place more than one year and les 
undoubtedly brings large temptations. than three years after the insurance 
Even the liquor question assumes a new effected. The confidence felt by {j 
importance; the question of its delete- companies that no sane person woul 
rious effect upon the system being over- Cetermine on suicide and preserve x 
shadowed by the greatly increased risk ¢ffective purpose of self-destruction fg 
of fatal accidents while under its influ- ™ore than twelve months has not bee 
ence. justified by the facts and the legislator 
The speculative hazard, of course, is showed better judgment in allowing ; 
one which peculiarly attaches itself to "WO year period although I personal) 
the large policy. The old axiom that believe that five years is not an unre 
every man has an insurable interest in age period within which to permi 
his own life requires some amplification life insurance companies to contest ur 
when large amounts are involved and just claims. 
it becomes necessary to make some at- Speculative Hazard 
tempt to determine the extent of this Regarded as Uninsurable 
insurable interest. The old idea that any In my own humble opinion the exis. 





No question has puzzled the 
American life underwriter the 
past year or two more than that 
of big policy underwriting and 
no less has the life reinsurer been 
perturbed over this. It came in- 
to full recognition during the 
past year as the chief problem 
before the life insurance busi- 
ness. It has been the subject of 
conferences by actuaries, medical 
men, underwriters and all con- 
cerned with sound underwriting. 
It has naturally been a problem 
of first importance to the rein- 
surer as his business comes 
largely from the excess above 
company retention limits and 
thus very largely from the big 
policies. One of the foremost 
students of this problem has 
been Lawrence M. Cathles, pres- 
ident of the North American Re- 
assurance and a past president 
of the American Institute of 
Actuaries. Mr. Cathles has 
spoken widely on this subject. 
He here presents a summary of 
the situation as it particularly 
applies to the reinsurance man, 
though it is of equal value to 








anyone connected with the life insurance business. The emphatic views 
given by Mr. Cathles are of keen interest, both pointing to probable future 
tendencies and suggesting profitable future activities. 


ence of speculative hazard in any risk 
whether large or small makes it total) 
uninsurable. I am tempted to go even 
further and to say that if speculatiy 
hazard exists the insurance would be 
against public policy. It may seem parz- 
doxical to add that where speculative 
hazard exists because of the amount 
applied for exceeding the possible finan- 
cial loss to the beneficiary the issuance 
by any individual company of a less 
amount than that applied for will not 
make the risk any better. But that i 
my own personal belief. 

Business insurance is just as much 
subject to the speculative hazard as per- 
sonal insurance. It is a little mor 
difficult to estimate the financial valu 
of a business man to his stockholders, o 
associates, or to his private busines 
partners, but it is just as dangerous to 
provide these beneficiaries with more 
than a partial indemnity of their demonr- 
strable losses as it is to issue too large 
a policy when the insurance premiums 
are payable out of the personal funds o 
the insured. 


Questions Extent 
of Present Worth 


Is it reasonable to assume as is 8 
often done that a man’s business asse 
ciates are entitled to insure the present 
value of all the profits which the ap 
plicant could make for them during the 
rest of his natural life? It seems to me 
that this point of view is based upon two 
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President North American Reassurance 








average risks. Although we do have 
strong suspicions that where large sums 
are involved preliminary examinations 
and intelligent preparation of the subject 
for examination are sometimes success- 
ful and that often a more lenient view 
will be taken even of physical impair- 
ments when a large and important 
agency has a big commission interest in 
the acceptance of the risk. 

What is loosely called the moral haz- 
ard becomes exceedingly important in 
large cases. There is unquestionably 
greater temptation to conceal important 
information ‘bearing on the risk if not 
actually to misrepresent the facts or 
mislead the examiner. Recognition by 
the insured that in the event of possible 
depression or an unfavorable outcome to 
a speculative enterprise self-destruction 
will protect families, friends and business 
associates against heavy financial losses 
is another factor which must not be 
overlooked in the large risk. Suicides 
soon after the expiration of the contest- 
able period have resulted in serious 
losses to life insurance companies. 


Personal Habits 
Are Significant 


The question of personal habits and 
mode of living assumes a new and more 
vital significance. The financial ability 
to indulge in dissipations of all kinds 


assumptions which are not justified by 
the facts. The first assumption is that 
these estimated future profits are entirely 
dependent upon the continued existence 


man was entitled to just as much life 
insurance as he was willing to pay for 








has of late years proved an expensive 
theory to the insurance companies, and 
many underwriters must today blush 
with shame when they realize how reck- 
lessly they gambled with their com- 
panies’ funds by applying antiquated 
rules to modern conditions. 


Insurable Limits 
An Important Question 


I am convinced that the average man 
feels that he is fully insured when he 
has life insurance equal to three times 
his average earned income. It is quite 
possible that circumstances often exist 
making five times a man’s earned income 
a reasonable amount of life insurance for 


him to carry. Let us be very liberal 
and say that seven times the annual 
earned income is not a_ prohibitive 


amount at the younger ages and does 
not indicate some, special knowledge not 
shared by the insurer which makes the 
investment of a large percentage of the 
applicant’s income very attractive from 
his own private and particular point of 
view. What can we say of the under- 
writers who only a few years ago cheer- 
fully granted insurance of 70 times the 
highest earned income ever reported for 
an applicant who within two years 
“accidentally” fell down an elevator shaft 





of the applicant. 

Unless the business involved is wel 
established and successful the insurance 
of course should not be considered at 
all, and if it is well established and suc- 
cessful it is exceedingly difficult for me 
to believe that any member of its mat 
agement is indisnensable. I am _ willing 
to admit that there may be some 10s 
and shock to the business in the event o 
the death of any of its principal exec 
utives, but I am not prepared to believe 
that there is any well organized moder! 


business which cannot more or [és 
completely recover within five year 
after the death of its most importatt 
executive. 
The other assumption which | believe 


is an error is that even if the applicam! 








continued to live he would nece 
continue ‘his connection with the Dus 
ness and that the business itself wou? 
necessarily continue unchanged. 


Great Care Needed 
on Big Applications 


An application for more than 
times the salary of any busines exe 
utive in favor of his business associat 
should be scrutinized with great caf 
Life insurance can no more replace é 
(CONTINUED ON PAGE “*4) 
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Reinsurance Company Salamandra 








of Copenhagen, Denmark 


JUNE 30, 1929 


EAS MN PR hn ae OE ee OTe mr $5,282,524.14 
Reserves & Liabilities................ $3,638,628.38 
i. 6). Se Et ape eee 1,643,895.76 


$5,282,524.14 





North Star Insurance Company 


of New York 


JUNE 30, 1929 


te ig aie 5 Geer Ore a eee aie $4,197,159.26 


Reserves & Liabilities................. $2,142,737.79 
Casmtal ..... ee aaah Waa aaa SAA a 400,000.00 


ED bs kde i cer veseuseecesceun 1,654,421.47 
$4,197,159.26 








Hamburg-American Insurance Co. 
of New York 


JUNE 30, 1929 


ee er eS ee Te $3,045,060.59 


Reserves & Liabilities................. $1,379,152.24 
Tre OT ee ae 300,000.00 


SURPLUS ....... Saha mete huenge weet ie 1,365,908.35 
$3,045,060.59 


Meinel é? Wemple, Inc. 


MANAGER 











469 Fifth Avenue New York, N. Y. 
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Present Day Reinsurance In America 











(CONTINUED 


Some of the reinsurance companies have 
stepped up the side-line premium total 
to nearly 25 percent of their total 
premium income. Motor vehicle and 
tornado in particular have grown to size- 
able departments in the reinsurance of- 
fice and several other classes of business 
produce an attractive income. In the 
past, the direct companies have not been 
prone to distribute much of this side- 
line business, as these coverages have 
been their profit producers and they did 
not care to share the income. Recent 
years, however, have seen even these 
lines turn into loss producers in certain 
years in certain offices, with the result 
that a very decided ‘ ‘reinsurable interest” 
has developed all along the line. The 
tornado experience of the past decade 
in particular has been of note, that line 
always having been regarded as a profit 
producer, though the tables nme a few 
years ago and several catastrophe years 
in a row have made many companies 
wary. Some talk of a reinsurance pool 
for tornado busines was heard a year 
ago, but that failed to materialize and 
the companies are still disturbed as the 
distribution of this hazard, with reinsur- 
ance entering as a valued safety valve. 


Casualty Lines 

Show Rapid Growth 

Casualty reinsurance, of more recent 
creation and less intensively developed, 
has not entered upon as thoroughly com- 
petitive a pe riod as yet. There are fewer 
reinsurance companies “in the casualty 
ranks, only seven compared with 28 fire 
reinsurance companies, but they have 
managed to attract into their offices as 
great a percentage of gross business as 
have the fire reinsurers. In fact, though 
no accurate figure is now available it is 
intimated that about 25 percent of the 


FROM PAGE 2) 


total reinsurance business of casualty 
and surety lines goes into strictly rein- 
surance companies. And the total amount 
reinsured is estimated today at over 10 
percent of gross business or not far be- 
low $100,000,000. The striking growth 
of this business is seen in the figures 
recently compiled by W. W. Greene of 
the General Reinsurance on 1915 and 
1925 results, showing the advances in 
the post-war decade. In 1915, the rein- 
surance total was estimated at $5,000,000 
or 3.5 percent of gross business. In 
1925 it had increased to $50,000,000 or 
8.3 percent of gross, an advance of 800 
percent. It is believed the reinsurance 
premiums today are somewhat better 
than 10 percent of gross premiums — 
and the volume is growing annually. 
need for spreading the large risks un- 
derwritten is apparent. Such lines as 
fidelity and surety have trebled in im- 
portance as to reinsurance, accident and 
health has doubled, liability lines have 
trebled. engine and steam boiler has in- 
creased tenfold. And this is but a start, 
for policy limits are constantly increas- 
ing as casualty insurance develops and 
concentration of risks is rapidly grow- 
ing, so that the aid of reinsurance for 
spread is more important. 


Life Insurance Growth 
Is Most Prodigious 


The most recent member of the rein- 
surance family, that of life reinsurance, 
has had perhaps the most phenomenal 
growth and faces perhaps the greatest 
future—though at present it is in the 
throes of a tremendous competitive 
force. It is in this field that one of the 
new offices launched last year by a group 
of imminent reinsurers found it imprac- 
ticable to continue the effort and de- 
cided just last month upon liquidation. 


And those in this field recognize that 
it is no place for weak hearts. Its 
growth has been so remarkable that it 
may be constantly at the current satura- 
tion point—though that is constantly 
pushed ahead and far ahead each time. 
Suffice it to say that annual premiums 
of nearly $45,000,000, representing nearly 
$900,000,000 of business, with a total in 
force not far below $2,000,000,000, com- 
pare favorably with a report ten years 
ago of less than $1,000,000 in premiums 
for less than $50,000,000 of business and 
a total in force of not much over $50,- 
000,000. Life reinsurance is almost en- 
tirely a product of post-war underwrit- 
ing and it has found its stride only in 
the past half decade—the big years of 
jumbo business. 


Large Risk Underwriting 
Most Important Problem 


Large risk underwriting is naturally 
the focal point of reinsurance and it is 
here that the great hazard is found. The 
big risk, as all readers of the insurance 
press now know, has developed into the 
greatest single problem before the life 
underwriter. With a distinctly higher 
mortality rate, it has cut heavily into the 
treasuries and particularly so of the re- 
insurance offices, as they would naturally 
feel these big risk losses chiefly. That it 
is largely an underwriting problem and 
can be largely eliminated by care in 
selection of risks is now generally be- 
lieved and thus the reinsurers as well 
as the direct underwriters are concen- 
trating every effort on the cure of this 
problem. 

Big Policies, in 

nfancy, Point to Growth 

This factor will have to be closely 
watched in the future, however, for in 
view of the new basis of life underwrit- 
ing, it stands as a constantly imminent 
hazard which a temporary laxity can 
permit to blaze forth again. Large risk 
underwriting has come to stay in the 
United States and the tremendous force 
of business insurance which is putting 


billions on the books annually in units 
of from $100,000 to $7,000,000 promises 
much in this direction. 


Many Now In 
Life Reinsurance Field 


At present, there are but two strictly 
life reinsurance companies, but there 
are about 12 active reinsurers among the 
direct companies, each doing a very size- 
able business in their specialized depart- 
ments, five of them having individually 
an annual business in excess of the total 
life reinsurance in America a decade ago. 
In addition, 20 other direct companies 
have reinsurance departments, though 
not actively engaged in the business. 
And there are a score of others that 
have opened reinsurance departments— 
or rather, that have decided to accept 
reinsurance, though not as yet having 
put their plans into effect. It can readily 
be seen that not many companies are 
blind to the opportunities in this direc- 
tion, but it can also be warned that too 
excessive competition is to be avoided, 
it an orderly development of this vast 
field is to be made. The movement is 
given great momentum by the constant 
increase in retention limits on the part 
of all companies, the past two or three 
years having seen these limits trebled 
and quadrupled, with one company now 
writing a single line of $1,000,000. This 
all leads to reinsurance development, 
which promises much for the future in 
the field of life insurance. 


Lack of Organization 
Is Surprising Today 


Throughout a consideration of this 
subject, it becomes increasingly appar- 
ent that reinsurance is one of the major 
institutions in the insurance world—and 
its future is towards greater importance 
rather than less. In view of this, it is 
to be wondered that there has not been 
a movement for orderly development 
through cooperation, such as each of 
the component members of the great in- 
surance family has found worthy of 
utilizing. 
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Accounting and _ Statistical 


Aspects 


Procedure in Casualty and Bonding Reinsurance 
Is Closely Studied Under All Form of Contracts 


In giving the details of reinsurance 
arrangements I will first of all deal 
with the question of premiums. As re- 
gards facultative reinsurance, this is 
naturally wsually dealt with on an in- 
dividual basis. The originating com- 
sany sends the reinsuring company all 
the necessary particulars of the risk and 
the reinsuring company treats the trans- 
action in a manner very similar to that 
in which it treats its ordinary business 
received from agents. Both the ceding 
company and the receiving company will 
keep a bookkeeping account in respect 
of the reinsurance, the account of the 
receiving company being that of pre- 
miums due it and the account of the 
ceding company being that of the pre- 
miums which it owes. From time to time 
the reinsuring company will bill the ced- 
ing company for the premiums due it. 


Generally Adopted Plan 
Is Described 


To come now to treaty reinsurance, 
it would be much too much work to 
report and bill each item individually 
consequently methods of reporting in 
bulk have been evolved with the idea 
of reducing to a minimum the amount 
of work which has to be done by the 
underwriting and accounting depart- 
ments of both the ceding and receiving 
companies. The most general prevail- 
ing practice is to report the risks ceded 
on “bordereaux.” A bordereaux is a 
sheet upon which provision is made for 
the reporting of a number of separate 
risks, one line being sufficient to give 
the particulars of each individual “ces- 
sion.” A bordereaux may thus give the 
details of 20, 30 or 40 different items. 
In order to facilitate handling, separate 
sheets are usually used for different 
classes of business. It is customary for 
the bordereaux to be transmitted on a 
monthly basis, that is to say for all the 
bordereaux relating to a month’s ces- 
sions to be filed with the reinsuring 
company on or before a given date in 
the next month. In many cases, how- 
ever, particularly if the cessions are 
numerous the bordereaux are trans- 
mitted more frequently, perhaps weekly. 
The bordereaux shows enough informa- 
tion for the reinsuring company to be 
able to make out its necessary account- 
ing and statistical records and it will also 
include any other information which may 
be required so that the reinsuring com- 
pany can see that the cessions come in 
the terms of the treaty. 


Monthly Summary 
Sent by Ceding Office 


_ As of the end of each month the ced- 
ing company sends the reinsuring com- 
pany a summary of the bordereaux for 
the month, showing the total amount of 
Premiums ceded and the commissions 
deductible therefrom. This summary is 
called an “account current” and forms 
the basis for the payment of premiums. 
The bordereaux are recapitulated on 
the account current separately for each 
Class of business and the commissions are 
igured upon the net premium shown for 
tach class. Care is taken to have sep- 
arate series of bordereaux not only for 
tach line of business such a fidelity but 
“so lor each sub-division of the line 
which bears separate commission rates 
(thus a commission of 35% might be 
allowed upon ordinary fidelity business 


’ 


and 20% on bankers’ blanket bonds). 


Loss Handling Is 
Important to Both 
we now come to the handling of 
— While under most reinsurance 
eee ents the ceding company has the 
lo sibility and the right to settle all 
*€s without interference from the re- 





By F. Ss. PERRYMAN 


Actuary Royal Indemnity 


insuring company yet it is desirable from 
all points of view that the reinsurer be 
kept informed of the facts bearing upon 
the extent of its liability for losses both 
in connection with actual claims and 
potential ones. 
When the claim is settled or when pay- 
ments are made the reinsuring company 
is billed for its share for the loss of 
the payment. These bills are often paid 
individually as they arise but some- 
times, if the volume of reinsurance is 
large, monthly settlements are made in 
the same way as for premiums. 

In respect of treaty reinsurance the 


next payment of premiums by the ced- 
ing company. 

Now: a few words as to the records 
kept by the ceding and the receiving 
company. Taking first the records of 
the ceding company the application (or 
daily or file or whatever the papers in 
the home office may be called that give 
particulars of a risk) must be clearly 
marked to show all reinsurance placed 
in respect of that particular risk. For 
this purpose a reinsurance work sheet 
is often attached to the file or applica- 
tion. This shows the amount ceded to 
each reinsuring company, reinsurance 





While underwriting looms as 
the chief consideration of rein- 
surance, some of the office details 
are of great importance and de- 
serve the attention of everyone 
connected with the business. 
Such an item is the accounting 
side of the business, for it is 
there that many difficulties can 
arise, and, if undetected, can 
cause no little trouble. F. S. 
Perryman has summed up the 
acounting and statistical aspects 
of casualty and bonding reinsur- 
ance in this article. Mr. Perry- 
man is actuary and assistant s¢c- 
retary of the Royal Indemnity 
and has made a special study of 
reinsurance accounting. He is 
well qualified to speak on this 
subject and has some decided 
views as to the proper order of 
things. In this article he sum- 
marizes the routine of a reinsur- 
ance office from the accounting 
or statistical viewpoint and 
points to certain methods of op- 
eration of special value. It will 
be of even greater interest tc 
those not connected with the 








Actuary and Assistant Secretary Royal 


accounting department, for it suggests details that general office routine 
could well guide and at the same time find of profit. 


PERRYMAN 


F. 8S. 


Indemnity 








usual thing is for the ceding company 
to send to the reinsurance company as 
soon as any claim arises what is called 
a preliminary loss advice. This is a 
form giving all particulars of the claim 
including the amount of reserve which 
the reinsurance company should set up 
for the claim. Changes in reserve and 
other facts regarding the developments 
of the claim are sent on the same or 
similar forms. When a payment is 
made or the case is finally closed simi- 
lar advices are sent; the forms for 
these are usually known as final loss 
advices and show the reinsurer’s pro- 
portion of the payment. In respect of 
any salvage or loss refunds secured on 
claims other forms known as salvage or 
loss credit advices are sent showing the 
reinsurer’s proportion of the credit. All 
these forms show particulars of the ces- 
sion under which the claim is made in- 
cluding of course the cession number 
and they also show the essential par- 
ticulars of the claim such as the date 
of loss, amount claimed, etc. At the 
end of the month a recapitulation is sent 
to the reinsurance company setting out 
the loss advices sent during the month 
which involve payments, in other words 
showing the total of the reinsurer’s pro- 
portion of losses as given on the final 
loss advices less the total of the re- 
insurer’s credits as given o:. the salvage 
or loss credit advices. The net total of 
this recapitulation is deducted from the 


of reinsurance, etc. In 
case of treaty reinsurance the cession 
number is given. If the reinsurance is 
facultative the reinsurance agreement, 
certificate or policy received from the 
reinsuring company as evidence of the 
reinsurance is attached to the applica- 
tion or file. Care must be taken when 
putting the business on the books to 
make sure that all reinsurance whether 
treaty or facultative has been properly 
attended to and entered on the books; 
that the necessary bordereaux entries 
have been made or the necessary en- 
tries have been made on the reinsurance 
ledger account. In most companies 
copies of reinsurance bordereaux serve 
the accounting department for book- 
keeping and payment purposes. In the 
case of facultative reinsurance, there is 
prepared an abstract or card, similar 
to the ordinary accounting depart- 
ment’s abstract or collection card which 
is used for bookkeeping purposes. By 
bookkeeping purposes I mean not only 
payment of the premium, but also cal- 
culation of premium reserves, records 
of premiums for taxation, and all sta- 
tistical records. 


Procedure on Loss 
Cases Is Shown 


When a loss occurs the application is 
of course consulted and one of the 
things looked for is to see what, if any, 
reinsurance is on the risk. If the re- 


premium, date 


insurance is concurrent the reinsuring 
company is involved in every loss and 
must be advised of every claim but if 
the reinsurance is excess the reinsuring 
company is involved only if the loss ex- 
ceeds a certain amount and advised only 
if and when it appears likely that the 
loss will exceed that amount. In any 
case full particulars of the reinsurance 
are entered upon the claim files and 
cards (except that in the case of excess 
reinsurance upon lines such as liability 
where the reinsurance is usually det- 
initely determined by the limits of the 
policy, the reinsurance particulars are 
not usually entered upon the claim un- 
less a large one; as it would be unneces- 
sary work to note upon the file for a 
claim of say $100 that all losses over 
say $20,000 are reinsured). The _ re- 
serve set up by the company in respect 
of reinsured claims will take the re- 
insurance into account, there being two 
practices, one to show the gross esti- 
mate on the case with a note of the 
reinsurer’s portion and the other to show 
the company's net liab lity again with 
a note of the reinsurer’s estimated lia- 
bility. 

Usual Procedure 

When Payment Is Made 


When a payment is made on the claim 
the usual thing is to bill the reinsuring 
company for its proportion of the pay- 
ment and at the same time to make an 
entry on the claim file and claim cards 
as though the actual money had been 
received from the reinsuring company, 
the accounting department being ad- 
vised of the amount due so that this 
can be carried as an asset on the books 
of the company until the actual cash is 
received. Another way is to bill the 
reinsuring company and not make any 
entries until the money is paid, but the 
first method is preferable because under 
it the loss account reflects more accur- 
ately the true state of affairs and also 
because it makes it easier to insure that 
all collections are made from the re- 
insuring companies. For instance, if a 
$20,000 loss were paid and the reinsur- 
ing company were billed for $15,000 and 
no entry were made on the books of 
the company, the loss account would 
show $20,000 as paid until the $15,000 
were received from the reinsuring com- 
pany, when the loss account would be 
reduced to $5,000. On the other hand 
under the first method indicated above 
as soon as the $20,000 were paid credit 
would be taken in the loss account for 
the $15,000 so that the account “losses 
paid” would show the correct amount 
$5,000 as from the date of payment. It 
is not likely that any company would 
neglect to follow up for collection the 
$15,000 mentioned in the above instance 
but smaller amounts might be likely to 
be overlooked, if there was no record 
of them other than in the claim file. 


Recovery Vouchers Used 
by Most Companies 


; Most companies use a sytem of “re- 
imsurance recovery vouchers” under 
which as soon as a loss payment is 
made a voucher is made up in quadrupli- 
cate, one copy being sent to the re- 
insuring company as a bill, one being 
placed in the claim file and two being 
sent to the accounts department where 
one copy is kept to be used in following 
up collections of the amount and the 
other copy is used for putting the item 
on the books as a loss recovered from 
the reinsuring company. Similar credit 
vouchers are put through when loss 
refunds or salvage are received. In the 
case of treaty reinsurance, the reinsur- 
ance recovery vouchers act as the “final 
loss advices” mentioned above and the 


(CONTINUED ON PAGE 24) 
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Developments in British Reinsurance 


(CONTINUED FROM PAGE 3) 


25 years. It has developed extraordi- 
narily but is very much the junior to the 
company market. [Lloyds non-marine 
market is the great market for non-tariff 
reinsurances. It is only through this 
market and the facilities it affords for 
reinsurance that the non-tariff com- 
panies are able to compete effectively 
with the great tariff offices for big busi- 
ness.] The ramifiéations of the great 
British insurance companies throughout 
the whole world has itself tended to 
make, indeed has made, London the 
entrepot, but it was, as it were, under 
the surface, among the companies them- 
selves. Since the war this entrepot ele- 
ment has developed in another way. 
Foreign companies have sought direct 
representation in London, both for giv- 
ing off reinsurances and for writing 
business from the British companies, 
this offering an alternative to the opera- 
tion of the pre-war continental reinsur- 
ance offices on the one hand and to the 
immature British reinsurance offices on 
the other. Also, from this there arose, 
and has become virulent, the reciprocity 
idea, demand, and practice. These 
foreign companies that have come to 
Great Britain have in most cases the 
status of old established companies of 
reputation in their own countries. The 
problem of representation has in their 
case been solved very effectively and 
most interestingly. 


Foreign Representation 
Has Recently Developed 


Within very recent years there have 
been established in London, firms which 
have specialized in the representation of 
foreign companies for reinsurance in 
the British market. These firms, in 
their foundation and their development 
have been entirely personal; their de- 
velopment has been identified with per- 
sonal management—personality in all its 
aspects. ‘There has been expert insur- 
ance knowledge from training in the old 
direct offices, and the element of raw- 
ness which has been a serious handicap 
to the new reinsurance companies has 
been countered in the firms by the fact 
that they had the compelling care that 
the interest and success of the firms 
were bound up with the interest and 
success of the companies they repre- 
sented. The personality expressed in 
these half-dozen firms and the studious 
care with which they have been con- 
ducted is a very considerable factor in 
the development of the London rein- 
surance market in the last decade. There 
are over 100 foreign companies which 
are associates of the F. O. C. for rein- 
surances, practicaly all working here 
solely for reinsurance being represented 
by independent firms not by branch 
offices. In more recent years there has 
been a remarkable side-development of 
Lloyds activities. Lloyds brokers are 
not allowed to advertise and their func- 
tions are strictly limited. They can 
however form associate firms which can 
be as active and enterprising as they 
like. There have sprung up a number 
of such associated firms which are be- 
coming a very important factor in the 
representation of foreign companies in 
the London market—these companies 
represented by firms with intimate 
Lloyds connections are, many if not 
most of them, associate members of the 
F. O. C. [Perhaps that is inexplicable 
in other countries, to you in the United 
States, but it is no more inexplicable to 
the Britisher than the fact that Con- 
servative Liberal, and Labour (Socialist) 
ministers, bitterly as they will fight “in 
the ring” can meet in other respects on 
the most cordial terms.] 


Purely Reinsurance 
Offices Are Listed 


The reinsurance companies and their 
associations are as follows, giving the 
date of establishment, the reinsurers 
name and the interested company: 


1909 Anglo-Scottish, Century. 

1919 Associated Reinsurance, Ltd., (In- 
dependent). 

1908 British & European, British Gen- 
eral (C. U. Group). 

1919 London Associated, London As- 
surance. 

1907 Mercantile & General, Swiss Re- 
insurance Co. 

1919 Reinsurance Corporation, York- 
shire Insurance Co. 

1919 Tariff Reinsurance, Phoenix. 

1919 Treaty Reinsurance, London & 
Scottish; Century; London 
Guarantee, 1919 Victory. 

(The Royal and the Commercial 

Union are understood to maintain a di- 

rect and friendly interest in the welfare 

of the Victory, but without special pro- 

prietary association.) 


Practically All Are 
Post-War Companies 


Note the dates in the above list: they 
are practically all post-war companies. 
Two of the three instances of pre-war 
formation are nominal rather than effec- 
tive for reinsurance purposes; the com- 
panies did not become active reinsurance 
factors until after the War: The Mer- 
cantile & General in 1916, the British & 
European in 1918; (the Anglo-Scottish 
was a very small internal reinsurance 
company of the Century). 

Apart altogether from their associa- 
tion with particular direct offices, which 
are strongly represented in their admin- 
istration (board of directors) these com- 
panies work actively in the open market 
for reinsurances under independent man- 
agement. Individually and collectively 
they are a well-found group, with sub- 
stantial capital and under management 
that recognizes the problems underlying 
sound management, and is_ steadily 
demonstrating its worth. In this con- 
nection a note may be made concern- 
ing what are the two leading companies. 
That with the largest premium income 
is an associate office of the Swiss Re- 
insurance and in its English manage- 
ment it reflects the qualities of the 


great office; the other (the Reinsurance 
Corporation) is the one English rein- 
surance company that is under the man- 
agement of a firm of reinsurance agents 
and managers—one of those forms that 
are particularly identified with the repre- 
sentation of foreign companies in the 
English market. 


Good Gains Shown 
In Last Year’s Business 


The group last year had a total pre- 
mium income of £3,794,870 which is an 
increase of £207,404 on 1927, following 
an increase of £363,514 in that year. 
Seven-eights of the business was fire and 
general, marine being kept down to a 
very small amount. All the companies 
at One time wrote marine business, but 
in the majority of instances it has either 
been entirely closed or has been reduced 
to a very small proportion. Only two 
of the companies have a considerable 
marine account, the London Associated 
and the Reinsurance Corporation. 

Fire and general business last year 
gave a premium income of £3,353,256 
this being an increase of £204,300 on 
1927. The account has over a period of 
years shown moderate expansion, but it 
is probable that in great measure it 
arises on accident rather than on fire 
business. The development of the fire 
account is greatly hampered by the de- 
mand of the ceding offices for reciprocal 
business (“reciprocity”) and this is 
tending to throw the companies more 
on to accident business. 


Profit Showing Though 
Not as Large 


In the aggregate there was a profit of 
2.6 percent on fire and accident business 
in 1928, as against 4.4 percent in 1927. 
There was a slight hardening in loss ex- 
perience, losses accrued and contingent, 
i. e. after making provision for out- 
standing risks on a standard 40 percent 
reserve basis, were slightly higher than 
in 1927, giving a ratio of 63.4 percent 
against 62.3 percent; also there was a 
slight increase in the ratio of commis- 











Rapid Development Shown in 
Casualty Reinsurance Lines 














An interesting picture of the development in casualty reinsurance is shown 


in the suwbjoined figures on 1915 and 1925 cedings by a group of companies repre- 
senting about 75 percent of the business. The reinsurance totals are compared 
with total premiums for the various side-lines and the remarkable growth of the 
business as a whole and of certain side-lines in particular is clearly indicated. 
These figures were compiled by W. W. Greene of the General Reinsurance and 
have been frequently quoted, but they are worthy of reproducing. They are as 
follows: 





December 31, 1915 December 31, 1925—————,, 

















" ct ~‘ 
Ratio Ratio 
Kind of Reinsurance Net (1)+(2) Reinsurance Net (3) + (4) 
Insurance (1) (2 et. 3 4) Pet. 
Ce eee $ 655,900 $ 16,428,200 4.0 7 9.0 
BORDER scvccccesce 376,500 6,935,800 5.4 8.0 
Liability ........ 162,800 28,969,500 6 1.7 
Compensation ... 101,900 19,210,200 5 el 
Fidelity ....... 423,500 5,598,800 7.6 23.8 
DEE sccvssenee 1,372,300 13,219,000 10.4 24.8 
Plate Glass ..... ,400 2,573,700 on 0 
Burglary ....... 682,500 5,423,300 12.5 16.3 
Eng. & St. Boiler 77,900 8,500,500 cl 8.2 
BED FP. Brcccece 100 5,121,200 0 BS 
CS” a es i 
Other P. D. and 
Sprinkler ..... 53,100 431,700 12.3 447,900 4,127,400 0.9 
PGE weeeaenacs ‘“aeteee |. be8e0ses eae 484,000 2,129,600 22.7 
BOD accaieses $3,909,900 $112,411,900 3.5 $36,513,300 $438,478,400 8.3 


The companies included in the above table are as follows: 

1915—American Surety, Casualty Co. of Amer., Fidelity & Cas., Globe Indem., 
London & Lancashire, Natl. Surety, New Amsterdam Cas., Preferred Accid., Royal 
Indemnity, U. S. Casualty, Aetna Accid., Aetna Life, Commercial Cas., Continental 
Cas., Fid. & Deposit, Hartford Accid., Hartford Steam Boiler, Maryland Cas., 
Massachusetts Bonding, N. E. Equit., Southern Surety, Standard Accid., Travelers 
Indem., Travers Insur., U. S. F. & G., Empl. Liab., General Accid., London Guar., 
Ocean Accid., and Zurich. 

1925—American Surety, Columbia Cas., Eagle Indem., Fidelity & Cas., Globe 
Indem., London & Lancashire, Metro. Cas., Natl. Surety, New Amsterdam Cas., 
New York Indem., Norwich Union, Phoenix Indem., Preferred Accid., Royal Indem., 
Sun Indem., United States Cas., Aetna Cas. & Sur., Aetna Life, Commercial Cas., 
Continental Cas., Fidelity & Deposit, Hartford Accid. & Indem., Hartford Steam 
Boiler, Indem of _N. A., Independence Indem., Maryland Cas., Massachusetts Bonding, 
N. J. Fid. & P. G., Standard Accid., Travelers Indem., Travelers Ins., Union Indem., 
U. S. F. & G., Employers Liab., Genl. Accid., London Guar. & Accid., Ocean Accid. 
& Guar., and Zurich. 


sions and expenses. The movement o 
a percentage basis, however, was yer 
narrow. In all cases the business is ¢op. 
ducted very economically, managemer; 
expenses giving a general average ;j 
under 3 percent; commissions averag, 
31.1 percent. All but one of the cop. 
panies show an underwriting profit an 
the one which brings out a deficit show; 
an improved position compared wit) 
1927. 


Marine Results Were 
Bad for the Year 


Marine results were bad, but only in 
one case did they negative the prof; 
from fire and general business, and tre. 
sult in a net underwriting loss on tot, 
business. Taking returns collectively 
losses on marine negatived three-fourths 
of the profit from fire and general bus 
ness, reducing the net profit to £19,400 
which is equal to only 0.5 percent on 
the total net premium income of th 
year. That, however, left the invest. 
ment revenue free as profit. This in. 
vestment revenue (it does not include 
profits on realizations, or appreciation 
in market values) amounted to £137,272 
equal to 3.61 percent of net premiums; 
it raises the’ total profit for the year to 
a ratio of 4.22 percent. 

Eight of the companies are dividend 
paying. Dividends range from 5 percent 
to 25 percent; the latter rate however is 
exceptional and arises from the circum- 
stance that the company has a very 
small paid-up capital—in respect of paid- 
up capital it is the smallest of the group 
but in respect of premium income it 
ranks third. The general average for 
the companies is 8% percent. Less than 
one-half the interest revenue is dis- 
tributed in the dividend; only in one case 
does the dividend exceed interest reve- 
nue and it does so by the merest trifle 
Between the net underwriting profit and 
the balance of undivided interest revenue 
£71,500 of the year’s profit revenue 
accrued to surplus reserves. 

The finances of the companies gener- 
ally are strong. Underwriting reserves 
give a ratio of 62.7 percent to premium 
income, and they are supplemented }) 
capital and free reserves equal to a fur 
ther 44.5 percent. 


Reinsuring the Casualty 
Lines—By W. W. Greene 
(CONTINUED FROM PAGE 7) 


the underwriter to determine his reit- 
surance on each risk individually, there 
are now more and more cases in which 
the amount of reinsurance is deter- 
mined, either exactly or within certai 
limits, according to the classification and 
amount of the policy or bond. Ar 
rangements of this type present most 
convincing evidence of the ceding con 
pany’s good intentions towards its ft 
insurer. 

The fundamentals of sound manage 
ment hold good throughout all enter 
prise. In casualty insurance it is be 
coming increasingly apparent that the 
executive personnel will most advat- 
tageously employ its efforts by concet 
trating upon “direct writing” problems, 
having entrusted the technical task 0 
developing adequate and permanent 
insurance facilities to a company espe 
cially equipped to operate in the rem 
surance field. 

The casualty reinsurance compatit: 
have before them the opportunity 
render an increasingly important serv 
ice to the direct carriers. They, ™ 
their turn, will do well to concentrate 
upon this service to the primary com 
panies, to the exclusion of forms of cov 
erage which, in effect, constitute com 
petition with the direct-writing felé 
The reinsurance companies which pu" 
sue their proper objective with single: 
ness of purpose, should reap a rewat 
in sound and consistent growth. 








> 1929 Edit 


———— 








GUARDIAN FIRE 
ASSURANCE 


CORPORATION 
_o7“NEW YORK 


TREATY 
REINSURANCE 
IN FIRE AND 
ALLIED LINES 


LT 


Rosert VAN Ive RSTINE 
Dresident 


H. Ernest Feer 
Seatilery 


YORK CITY 


wr. a 











REINSURANCE NUMBER 


1929 Edition 


—. 
= 











Fleet Growth Versus Reinsurance 





(CONTINUED FROM PAGE 8) 


be further from the fact, because proper 
underwriting gets a far wider spread 
than the old-time treaties ever afforded 
in their most conservative days. 


Fleet “Reinsurance” 

Is Really Misnomer 

No one has a greater admiration for 
our fire fleet, than,I have. They, actu- 
ally, give me a comforting thrill. They 
are rare factors in our economic advance 
and they can give, with their vast mar- 
wins of safety in capital and surplus, the 
insuring public magnitude of cover such 
as no independent company, no matter 
how large, or a group of smaller com- 
panies, dare give. They'd have neither 
facilities nor courage to compete with 
the fleets. The protest I have, from a 
reinsurer’s standpoint, against some of 
our fleets is that they step into a com- 
petitive field with the. strictly reinsurer 
and offer “reinsurance’ ’ which is nothing 
of the sort. They provide a “wide open” 
treaty with “unlimited resources”—which 
no sane reinsurer or group of reinsur- 
ers would offer. The gesture isn’t phi- 
lanthropy. The gesture is predicated 
upon absorbing a newly born company 
and attaching it to the fleet, and the 
newly born hasn't a chance to survive as 
an individuality or to learn anything 
about underwriting. 


Chiefly a Matter 

of Premium Urge 

The direct writers now engaged in 
this channel of the business do not care 
whether the premiums they receive are 
called reinsurance or pool participation 
or codfish. It is another way of get- 
ting volume which cannot be gotten 
through regular production sources. I 
think I voice—though I’ve issued no 
questionnaire to other reinsurers to put 
their protests in black and white—the 
sentiment of American treaty companies, 
sitrictly reinsurers, when i offer that 
there was a time, not long past, when 
the treaty reinsurer was an absolute need 
for the direct writer; and meanwhile the 
treaty companies staggered for years 
under heavy losses and never protested 
until matters became actually unsafe for 
them, the reinsurers. On the other hand, 
insurance is a business, not a welfare 
chest. 


Present Situation 

Is Not Permanent 

Whoever is in the business of insur- 
ance must be prepared, even if unwilling, 
to face new conditions. So far as treaty 
reinsurance is concerned, the present 
flurry and falling off of treaties or treaty 
volume is by no means, in my opinion, 
final and conclusive as a wiping out of 
reinsurance and reinsurers. Far from 
it. There exist the old time independ- 
ent companies, the newly borns, and 
those to be born who prefer to deal, un- 
der treaty relations, with independent 
reinsurers, or groups of them. One can- 
not kill old habits over night, unless 
there is a substitute, tried and true, 
at hand. And the human element dom- 
inates machinery because it built cre- 
ated machinery. 


Nature of Business 

Assures Permanency 

| suppose that mentioning sentiment 
in business may incur a smile, but it 
has been mentioned before. So far as 
the strictly reinsurers are concerned 
they are in a class by themselves. It 
is rather a dignified if lonely occupation. 
I have yet to know of a competitive re- 
insurer attempting to “steal” a treaty of 
another company, and I have yet to 
know of any reinsurer ever libeling, in 
the stightest way, another reinsurer. 
have yet to gotoa competitive reinsurer 
and find myself denied opportunity to 
discuss the ins and outs of the business, 
as if we were partners. The greatest 
cordiality and frankness prevails. If an 
atmosphere and a business like that can 
be wiped out over night by fleets or 





more fleets or less fleets, then somebody 
will steal the rock of Gibraltar over 
night. 


Reinsurance as a Service 
to the Agent and Insured 


(CONTINUED FROM PAGE 6) 


with one salesman in whom he has con- 
fidence. The insured knows the original 
company and the agent who represents 
it; he is not interested in the reinsur- 
ance connection; in the event of a claim, 
it is far more simple and satisfactory to 
deal with one company, rather than 
several. 

Although legal reserve life reinsur- 
ance, as practiced at the present time, 
is of unusual benefit to client and sales- 
man, it goes without saying that any 
large applications should be properly 
surveyed and submitted to the company 
on the basis of sound agency underwrit- 
ing. An agent can often discover spec- 
ulative hazards during his contact with 
an applicant for insurance and can save 
a great amount of his company’s time 
and labor by transmitting the informa- 
tion as he finds it. This is also true 
with some classes of substandard risks. 
The honest, loyal representative can aid 
his company materially in these respects, 
thereby reciprocating the favor he is re- 
ceiving in the form of extra reinsurance 
service. 

In closing this picture which points 
out the manifold good the alert and 
thoughtful modern agent derives from a 
complete reinsurance service, it must be 
remembered that these advantages 
should be used only in a sound, con- 
structive way to the proper develop- 
ment of a life insurance program. If 
abused, an unfavorable reaction is cer- 
tain to occur, to the detriment of the 
whole institution of life insurance. 


Reinsurance Accounting 
and Statistical Aspects 


(CONTINUED FROM PAGE 21) 


accounts department use its copies of 
the vouchers at the end of the month to 
make up the loss bordereaux showing 
the amount of losses which will be de- 
ducted from the next payment of pre- 
miums. The reinsurance recovery vouch- 
er gives all necessary particulars of the 
claim and of the reinsurance cession un- 
der which the reinsuring company is 
asked to pay. If the latter does not 
agree with the amount it is being billed 
for, it takes the matter up with the 
ceding company and any adjustment 
needed is made by means of another re- 
insurance recovery or credit voucher. 


Reinsurers Operate 
Much the Same 


Now a few words on the records kept 
by the reinsuring company. In the case 
of facultative reinsurance the handling 
all the way through of the reinsurance 
received is very similar to that of ordi- 
nary direct business except that all cor- 
respondence is conducted with the ced- 
ing company and all settlements of 
losses are made through the ceding com- 
pany. Individual files are created in 
respect of each risk and individual poli- 
cies or reinsurance agreements are 
issued. In the case of treaty reinsur- 
ance however the only papers received 
in respect of the business ceded to it are 
the bordereaux. These are checked to 
make sure that the terms of the treaty 
are being complied with and the bor- 
dereaux are used for the purposes of 
collection, records of business for tax- 
ation, unearned premium reserves and 
Statistical purposes, etc. When claims 
are reported the advices are checked 
back to the bordereaux and are used as 
the claim papers. Sometimes particular- 
ly if the reinsuring company is a re- 
insurance company the ceding company 


keeps for it such records as premiums 
by states, unearned premiums, etc. 
The statistics kept in respect of re- 
insurance usually are fairly simple. Very 
little statistical experience is usually 
kept in respect of what might be called 
casual facultative reinsurance. The re- 
sults of a treaty arrangement are, how- 
ever, naturally of more interest. Both 
the ceding company and the receiving 
company will usually determine the loss 
ratio by classes of business at frequent 
intervals and the contingent profit state- 
ment made up as of the end of the 
year provides a review of the year’s 
operations. If the receiving company is 
a reinsurance company it will probably 
follow up very closely the experience of 
the business it is receiving, for the re- 
insurance company has to make its ac- 
counts profitable. If an account is 
proving unsatisfactory the reinsurance 
company will want to analyze it closely 
in order to determine the bad spots in 
view to getting rid of these either by 





an adjustment of the treaty or by a 
modification of the underwriting policy 
of the ceding company. 

In bonding business where there js 
a good deal of reinsurance, a lot of which 
is placed facultatively, it is customary 
for both the receiving and ceding com. 
panies to keep track of the premiums 
and losses, not only as respects each 
company to which business is ceded or 
from which business is received but also 
by individual classes of business. 


Records Must be 
Subdivided by States 


For purpose of taxation and reports 
to the various states, both ceding and 
reinsuring companies have to keep rec- 
ords of reinsurance ceded and accepted 
not only by the companies to which it 
is ceded or from which accepted but 
also subdivided by states in which the 
business is effective; also records of re. 
insurance business in force and reinsur- 
ance losses paid and outstanding. 





Fidelity and Surety Reinsurance 





(CONTINUED FROM PAGE 2) 


freely wpon the theory that the volume 
will produce a profit is to court disaster. 

The reinsuring of a bad bond is not 
the remedy for the direct- -writing com- 
pany, because by so doing it has not 
improved the quality of the risk. It has 
limited its exposure and at the same 
time it has limited its premium income. 
If company A reinsures a bad bond with 
company B, company B will in turn call 
upon company A to reciprocate, and in 
the long run the amount of liability, al- 
though distributed, is the same. The 
remedy for bad bonds is to control the 
agency organization and keep the is- 
suance of obligations of this character 
down to a minimum. 


Must Closely Watch 
Certain. Classes 


As for policy risks, if a company de- 
cides to write a bond for policy reasons, 
if the premium, resources of principal 
and other considerations, in the opinion 
of the underwriters, adequately protect 
the surety, the bond should be written; 
if not, it should be declined. The rein- 
surer in accepting a portion of a policy 
risk accepts substandard business be- 
cause the other considerations, apart 
from the premium and resources of prin- 
cipal, which prompted the reinsured to 
issue the bond do not follow through to 
the reinsurer. 

The selection of business that a com- 
pany with a large paid up capital and 
surplus has to offer is of poorer quality 
than the excess which is offered by a 
new company with a small capital and 
surplus and which, as a matter of policy, 
carries small exposures on all of its ob- 
ligations. On the other hand, this might 
be offset by the fact that the under- 
writers of the new company are not as 
skilled and experienced as the under- 
writers of the older company, and the 
percentage of bad bonds will be higher 
due to an inexperienced agency force. 
The percentage of policy risks will, of 
course; be lower. In order to develop 
reinsurance relations with another com- 
pany, the reinsurer has to accept rein- 
surance on policy risks and on bad 
bonds. Good judgment must be exer- 
cised by the underwriter to see that 
the offerings on these classes of obliga- 
tions bear the proper relation to the ac- 
ceptance of offerings of reinsurance on 


which the selection is of the better 
quality. 
Basis of Profitable 

Underwriting Given 

Reinsurance of fidelity and surety 
bonds by a. direct-writing company 


should, if confined to a reciprocal and 
facultative basis, be made profitable, pro- 
vided the underwriter who accepts rein- 
surance offerings has all the general fac- 
tors of reinsurance in mind. 

A surety company which can carry 
as near to 100 percent of the liability of 
the amount fixed as a normal exposure 


on carefully selected business, which con- 
trols the execution of the bonds by its 
agency force, which writes only policy 
risks where the premium, resources of 
principal and other considerations are 
sufficient to warrant the assumption of 
the entire risk, which will reinsure its 
excess over and above its normal reten- 
tions, and which will accept after care- 
ful selection the reinsurance offerings of 
other companies which fall within the 
classes of compulsory and voluntary re- 
insurance, will show the greatest under- 
writing profit. 

Finally, no matter in what way rein- 
surance is applied, its ultimate purpose 
is to reduce the exposure of the rein- 
sured. It is primarily an arm of a com- 
pany’s underwriting and not a part of its 
production machinery. It is a service 
and not a commodity. 


Big Policies in Life 
Insurance Underwriting 


(CONTINUED FROM PAGE 1S) 


business executive than it can replace a 
husband or father. Its function is 
Strictly limited to partial replacement oi 
earning power and indemnity against 
actual, demonstrable, financial loss. 
Any discussion of big policies would 
be incomplete without a reference to the 
unwholesome atmosphere with which 
very large applications seem to be in- 
evitably and immediately enveloped. At 
once there is a sense of excitement and 
a loss of balance which does not con- 
duce to calm judgment. There is almost 
always a sense of hurry and often a red 
sticker attached to the papers bearing 
the word “rush” instead of the more 
appropriate word “danger.” The com- 
panies are at once impressed with the 
fact that the applicant is a very impor- 
tant and busy man who cannot spare too 
much time for routine medical examina- 
tions and who must not be worried with 
too much investigation in case he should 
be offended and apply for his insurance 
elsewhere. If policies are not immedi- 
ately forthcoming for delivery within the 
time usually allowed for small applica 
tions it is at once pointed out that ap- 
plications have been made also to othet 
companies, some of the policies have 
been already delivered and that these 
other companies are offering ad {ditional 
policies to take the place of those ne! 
yet issued so that unless im ae ate 
action is taken the business (and the 
commission) will be lost. it. is a sae 
commentary on the dignity of the lie 
insurance business that such meretrr 
cious arguments have only too ite! 
been effective and policies hurriedly 
issued without even the routine carelu! 
consideration which would have _bee* 
calmly and firmly insisted upon 1! the 
amount involved had been only a sm 
fraction of the large application. 
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Re-Insurance Corporation of 
America 


Treaty and Facultative Fire Reinsurance 








Total Assets Jan. Ist, 1929, $2,154,292.71 








Horace R. Wemple, President 
60 John St., New York 
FACULTATIVE OFFICES 


CHICAGO OFFICE ATLANTA OFFICE SAN FRANCISCO OFFICE 
172 W. Jackson Blvd. Hurt Bldg. 114 Sansome Street 





opp RRA RUANIRC Aiea iain Rotem 









S08 0600 








—3 18 


ee | |. | 


— 3/0} c— 







—— 7 10} C— 


= ee 




















—— 


JOSEPH FROGGATT & COMPANY, INC. 


Specialists in All Branches of Insurance Accounting 
Consulting Actuaries and Auditors 
Home Office: 74 Trinity Place, New York City 


Facilitating Compliance 
With Insurance Department Requirements 


At this time of the year the Accounting and Statistical Departments 
of the various companies are beginning to anticipate the usual 
annual rush preparatory to getting out their Annual and Tax 
Statements. 





We have helped many companies to so arrange their Accounting and 
Statistical Systems as to automatically provide the necessary figures 
for compliance with State Insurance Department requirements witht 
practically no additional work. 











We shall be glad to talk to you by appointment. 
JOSEPH FROGGATT, 
President. 
O80 —_— 

CHICAGO NEWARK ATLANTA 
Insurance Exchange Bldg. Globe Building Hurt Building 

BOSTON PHILADELPHIA SAN FRANCISCO 
Insurance Exchange Bldg. Liverpool & London & Globe Bldg. Insurance Exchange Bldg. 
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-GENERAL REINSURANCE CORPORATION 


E. H. BOLES, President 


CHICAGO NEW YORK 


SAN FRANCISCO 





FINANCIAL STATEMENTS 
June 30, 1929 








General Reinsurance Corporation 


ASSETS 
Investments: 
U. S. Government Bonds 
State, County and Municipal Bonds 
Railroad Bonds and Stocks 
Public Utility Bonds and Stocks 
Miscellaneous Bonds and Stocks 
Guaranteed Real Estate Mortgages 


$12,083,842.69 
Cash in Banks and Office 454,152.96 
Premiums in Course of Collection 
Interest Due and Accrued 
Other Admitted Assets 178,321.69 


Total Admitted Assets $13,551,415.76 


LIABILITIES 
Reserve for Losses and Loss Expense: 
Liability and Compensation $ 3,251,640.50 
Other Kinds of Insurance 2,849,786.80 


$ 6,101,427.30 
Unearned Premium Reserve 
Reserve for Commissions, Taxes and 
Other Liabilities 
Voluntary Reserve 
Capital Stock 
Surplus 


Surplus to Treatyholders 
Total Liabilities 











United British Insurance Co., Ltd. 


United States Branch 
ASSETS 

Investments: 
U. S. Government Bonds 
State, County and Municipal Bonds 
Railroad Bonds and Stocks 
Public Utility Bonds and Stocks 
Miscellaneous Bonds and Stocks 180,637.50 


$1,414,945.00 
Call Loans 
Cash 


LIABILITIES 
Reserve for Losses and Loss Expense....$ 30,700.29 
Unearned Premium Reserve 
Reserve for Commissions, Taxes and Other 
Liabilities 
Capital per Sec. 28 N. Y. Insur- 


Surplus 609,133.61 
Surplus to Treatyholders 
Total Liabilities 











The combined facilities of these two companies specializing in casualty, fidelity and surety reinsurance, are at 
the service of treatyholders who are benefited by their ability to secure admitted reinsurance of a most 


comprehensive nature. 





UNITED BRITISH INSURANCE COMPANY, Ltd. 


United States Branch 
E. H. BOLES, U. S. Manager 


NEW YORK 





